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SUBCHAPTER I

GENERAL PROVISIONS

422 101 Short title. ThlS chaptet shall be known and: may'

be c1ted as Wlsconsm consumer act—consumer cxedlt transac-

tions. :
Hlstory 1971 c. 239,

422 102 Scope. Th1s chapter apphes to consumer credxt

tI ansactlons
History: 1971 c. 2’59
* ‘Wisconsini consumer act—a critical analysw Heisef, 57 MLR 389,
Wisconsin consumer act—a freak out? Barrett; Jones, 57 MLR 483
-Creditor’s responsibilities. and duties under the Wisconsin consumer act . Hol-
bxook Bugge, 1973 WBB No. 1
N ' Real estate 1mphcat|ons of the Wisconsifi consumer act. Horton, 1973 WBB No.
The effect of the Wisconsin consumer act on farm credit Miller, 1973 WBB No

SUBCHAPTER I
MAXIMUM CHARGES

422,201 Finance charge for consumer credit trans-
actions. (1) With respect to a consumer credit transaction other
than one pursuant to an open—end credit plan, the parties may
agree to the payment by the customer of a finance charge not in
excess of that permitted by subs. (2) to (4).

(2) (a) The finance charge, calculated according to the actuar-
ial method, may not exceed the equivalent of the total of the fol-

lowing for a consumer credit transaction entered into on or after

April 6, 1980 and prior to November 1, 1981, other than by a fed-
erally chartered or state—chartered savings and loan association:

1. Eighiteen percent per year on that part of the unpaid balance
of the amount financed which is $1,000 or less; and

2. Fifteen percent per year on that part of the unpaxd balance
of the amount finaniced which-is more than $1,000.

(b) The finance charge, calculated accordmg to the actuarial
method may not exceed the equ1valent of the total of the follow-
ing for a consumer credit transaction entered into pr1or to Apnl 6
1980:

" 1Ei ghteen per cent per yearon that part of the unpald balance
of the amount financed which is '$500 or less; and

S22 Twelve per cent per year on that part.of the unpald balance
of the amount financed which i is more than $500. :

_(bm) 1. The finance charge, calculated according to the actuar-
1a1 method, may not exceed the greater of the following for a.con-
sumer credit transaction entered into on or after November 1, 1981
and before November 1, 1984: .

o a Elghteen percent per year..

b A rate of 6% in excess of the interest rate apphcable to
6—month U S. treasury bills as determined under subd. 2.

2. For purposes of subd. 1. b., the interest rate applicable to
6-month U.S. treasury bills for any month is the average annual
discount interest rate determined by the last auction of the bills in
the preceding month, increased to the next multiple of 0.5% if the
average annual discount interest rate includes a fractional amount.

3. Information regarding the amount of the maximum finance
charge under subd. 1. for any month shall be available at the office
of the administrator.

(bn) A consumer credit transaction entered into after October
31, 1984, is not subject to any maximum limit on finance charges.

(c) A purchase, cash advance or other debit transaction entered
into by a customer under an open—end credit plan in existence on
April 6, 1980 is subject to the limit on finance charges provided
under par. (b), except a purchase, cash advance or other debit
transaction entered into on or after April 6, 1980 and prior to
November 1, 1981, is subject to par. (a) if the creditor mails or
delivers to the customer a written notice of a finance charge to be
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applied which is greater than permitted under par, (b) at least 15
days prior to the beginning date of a billing cycle and the customer
. makes the purchase, obtains the cash advance or enters into the
debit transaction on or after that date.

(3) For licensees under s: 138.09 and under s. 218.01, the
finance charge, calculated according to those sections, may not
exceed the maximums permitted in 88, 138.09 and 218.01, respec-
tively.

{(4) () For sellers of farm equipment, farm implements and
farm tractors, other than licensees under s. 218.01, the finance
charge on the sale of equipment may not exceed 18% per year for
consumer credit transactions entered into on or after April 6, 1980
and prior to November 1, 1981, and may not exceed the Class 2
rate for motor vehrcles, as specified in s. 218.01 (6) (b), for con-
sumer credit transactions entered into prior to April 6, 1980, and
calculated in accordance with that section.

(b) For sellers of farm equipment, farm implements and farm
tractors the finance charge on the sale of equipment may not
exceed the maximum rate provided in sub. (2) (bm) for consumer
credit transactions entered into on or after November 1, 1981 and
before November 1, 1984.

(5) For the purposes of this section:

(a) “The finance charge may be calculated on the assumption
that all scheduled payments will be made whendue;

.(b) The dollar amount of finance charge shall include the pre-
pard finance charge excluded from the amount financed; and

{©) The effect of prepayment is governed by the provrsrons on
rebate upon prepayment under s. 422.209.

(6) For the purposes of this section, the term of a consumer
credit transaction other than one pursuant to an open—end credit
plan commences with the date the credit is granted or, if goods are
delivered, services performed or proceeds of a loan paid 10 days
or more after that date, with the date of commencement of delivery.
or performance. Differences in lengths of months are disregarded
and a day may be counted as one-thirtieth of a month..

(7) Subject to classifications and differentiations the merchant
may reasonably establish, the merchant may make the same
finance charge on all:amounts financed within a specified range.
A finance charge so made does not violate sub. (2), (3) or (4) as
the case may be if:

(a) When applied to-the median amount within each range, it
does not exceed the maximum permitted by sub 2),(3)or(4)as
the case may be; and

(b) When applied to the lowest amount within each range, it
does not produce a rate of finance charge exceedmg the rate calcu-
Iated according to par. (2) by more than 8% of the rate calculated
according to par. (@.

(8) That portion of the finance charge consrstmg of an amount
equal to'adiscount of 5% or less of the stated price which is offered
to induce payment in full within a stated period of time in connec-
tion with a sale for-agricultural purposes or a sale of particular
goods and services for which credit is not otherwise available

from the merchant shall not be mcluded in thc fmance charge for"

......

under sub (2) (3) or (4) with respect toa customer who does not
pay in full within such time.

(9) Notwithstanding sub. ), 3)or (4),a merchant may con-
tract for and receive a minimum finance charge with respect to a

transaction other than one pursuant to an open—end credit plan, of

not more than $5 when the amount financed does not exceed $75,
or $7.50 when the amount financed exceeds $75. :

- (10) . With respect to consumer credit transactions pursuant to
an open—end credit plan entered into before November 1, 1981,
the parties may agree to the payment by the customer-of a finance
char ge not in excess of those permitted by sub. (2) or (3) which-
ever is applicable.
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(a) A finance charge shall be deemed not to exceed such rates,
if it is determined by applying a periodic rate not in excess of those
specified in par. (b) or (c) to:

1. The average daily balance of the account;

2. The unpaid balance of the account on the last day of the bill-
ing cycle calculated after first deducting all payments, credits and
refunds during the brllrng cycle; or

3. The median amount within a specified range within which
the unpaid balance as calculated according to subd. 1. or 2. is
included. A charge may be made pursuant to this paragraph only
if the creditor, subject to classifications and differentiations the
creditor may reasonably establish, makes the same charge on all
balances within the specified range and if the percentage when
applied to the miedian amount within the range does not exceed the
charge resulting from applying that percentage to the lowest
amount within the range by more than 8% of the charge on the
median amount.

(b) If the billing cycle is monthly, the maximum periodic rate
is 1.5% of that part of the amount specified in par. (a) to which the
rate of 18% per year may be applied under sub. (2), 1.25% of that
part of such amount to which the 1ate of 15% per year may be
applied under sub. (2), and one percent of that part of such amount
to which the rate of 12% per year may be applied under sub. (2);
except that for licensees under s. 138.09 the maximum petiodic
rate shall not exceed a periodic rate equivalent to the rate permit-
ted under s. 138.09, as determined by the administrator.

(c) If the billing cycle is not monthly, the maximum periodic
rates are those percentages which bear the same relation to the per-
centages specified in par. (b) as the number of days in the billing
cycle bears to 30.

(d) Trespective of variations from cycle to cycle, a billing
cycle is “monthly” for purposes of this section if the average
length of 12 successive cycles is not less than 30 or more than 32
days.

(e) If the availability of the discount is disclosed to all prospec-
tive buyers, that portion of the finance charge consrstrng of an
arnount equal to a discount of 5% or less of the stated price which
is offered by a merchant either in connection with a sale for agri-
cultural purposes, or to induce immediate payment in full rather
than by use of a credit card shail not be included in the finance
charge for the purpose of determining the maximum rate of
finance charge under this subsection with respect to a customer
who either elects to use a credit card or to have such agricultural
transaction posted to the customer’s open—end account.

(10m) (a) With respect to consumer credit transactions under
an open—end credit plan entered into on or after November 1,
1981, the parties may agree to the payment by the customer of a
finance charge determined by application of a rate not in excess
of 18% per year calculated according to the actuarial method,
except as provided in pars. (b) and (h).

(b) 1. Notwithstanding par. (a), with respect to consumer
cr'edit transactions under an open—end credit plan entered into on
or after November: 1, 1981, the parties may. agree to the payment
by the customer of a finance charge of which the customer is noti-

o vl d 2 IF 4]
fied under subd. 3. if the yield on the most recently auctioned

2-year U.S. treasury notes on each of 5 successive Thursdays
exceeds 15% per year,.as determined by the administrator based
on the report of the federal reserve bank of New York.

. 2. The finance charge under subd. 1. shall remain in effect for
a period of 182-days commencing on the first Friday after the S5th
successive Thursday described in subd. 1. A consecutive 90—day
perrod in which the maximum finance charge may not exceed the
maximum- finance charge ‘agreed to under subd. 1. shall com-
mence, if a consecutive.182—day period is not required under this
subdivision. A consecutive 182-day period in which the maxi-
mum finance charge may not exceed the maximum finance charge
agreed to under subd. 1. shall commence if the yield on the most
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recently auctioned 2-year U.S. treasury notes on each of the 5
successive Thursdays immediately preceding the last day of the
expiring 90-day or 182-day period exceeds 15% per year, as
determined by the administrator based on the report of the federal
reserve bank of New York.

3. The mcxeased finance charge permitted under this para-
graph may not be imposed unless the creditor gives notice of the
increase to the customer by mail, addressed to the customer’s Jast—
known post—ofﬁce address, not more than 60 days and not less
than 30 days prlor to any change in the finance charge. The notice
shall disclose i in the following order that:

_a The customer may pay outstanding balances under preex-
isting terms.

" b. . The customer may pay outstanding balances under preex-
isting terms and accept the application of the increased finance
charge to future balances by entering into consumer credit trans-
actions after the expiration of the notice period.

c. The customer may accept the application of the increased

fmance chargeé to both existing and future balances by signing an
appropriate agreement between the parties.
... d. Pollowing the expiration of all consecutive periods in
which the finance charge under subd. 1. may be imposed, the
finance charge agreed upon between the parties under par. (a) shall
be applied to unpaid balances accrued during these periods.

(c) A finance charge determined by application of a periodic
rate not in excess of those permitted in par. (d) or (e) shall be deter-
mined by applying the periodic rate permitted in par. (d) or (e) to
one of the following:

-'1.- The average daily balance of the account.

2. The unpaid balance of the account on the last day of the bill-
ing cycle after first deducting all payments, credits and refunds
during the billing cycle.

3. The median amount within a specified zange within which
the unpaid balance as calculated according to subd. 1. or 2. is
included. A charge may be made under this subdivision only if the
credltor subject to classifications and differentiations the creditor
may reasonably establish, makes the same charge on all balances
within the specified range and if the percentage when applied to
the median amount within the range does not exceed the charge
xesultmg from applying ‘that percentage to the lowest amount
within the range by more than 8% of the chargc on the median
amount

(d) Ifthe blllmg cycleis monthly, i max1mum periodic rate of
1:5% may be applied to that part of the amount specified in par.
(c) to which the rate of 18% per year may be applied and one~
twelfth of that part of the amount specified in par. (c) to which the
rate under par. (b) 1. may be applied. For licensees under's. 138.09
the' maximum periodic rate may not exceed the periodic rate pei-
mitted under s.'138.09, as determined by the administrator.

- (e) 'If the billing cycle is not monthly, the maximum periodic
rates are those percentages which bear the same proportion to the
percentages specified in par. (d) as the number of days in the bill-
ing:cycle-bears to.30.

(f) For purposes of pars. (d) and (e), a bxllmg cycle is monthly
1f the average length of 12 successive cycles is not less than 30 or
more than 32:days.

() If its availability is disclosed to all prospective buyers, a
discount of 5% or less of the stated price offered by a merchant in
connection-with a sale for agricultural purposes or to induce
immediate payment in full other than by use-of a credit card may
not be included in the finance charge for the purpose of determin-
ing the maximum rate of finance charge under this subsection for
a.customer who elects to use a credit card or to have the agricul-
tural transaction .posted to the customer’s open—end account.

‘(h) A purchase, cash advance or other debit transaction entered
into by-a customer under an open-end credit plan in existence on
November 1, 1981, is subject to the limit on finance charges under
sub. (2) (a); except a purchase, cash advance or other debit trans-
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action entered into on or after November 1, 1981, is subject to the
limits on finance charges provided in pars. (a) and (b) if the credi-
tor mails or delivers to the customer a written notice of a finance
charge to be applied which is greater than permitted under sub. (2)
(a) atleast 15 days prior to the beginning date of a billing cycle and
the customer makes the purchase, obtains the cash advance or
enters into the debit transaction on or after that date. This para-
graph does not prohibit changes in open—end credit terms under
s. 422.415. ’

(11) Anything to the contrary in this chapter notwithstanding,
with respect to consumer credit sales and consumer loans secured
by real property and insured or guaranteed by the federal govern-
ment, or any agency or instrumentality thereof, this chapter shall
not prohibit or limit any charges which are required by statutes,
rules or regulations of such government; agency or instrumental-
ity.

(12) Except as provided in sub. (4), this section does not apply
to a consumer credit transaction primarily for an agricultural pur-
pose if the transaction occurs on or after April 6, 1980.

(12m) This section does nhot applyto consumer credit sales of
or consumer loans secured by a first lien on or equivalent security
interest in mobile homes as defined in s. 218.10 (2), if the sales or
loans are made on or after November 1, 1981.

1(13) A violation of this section is subject to s. 425.305.

History: 1971 ¢ 239;1973 ¢ 2;1979¢. 10, 168,176; 1981 c. 45, 100; 1983 a 389;
1985 a 29; 1987 a. 27; 1989 a. 56; 1991 a 316.

Scope of apparent agency may embrace making of usurious loan. Hollingsworth
v. American: Finance Corp. 86 W (2d) 172, 271 NW (2d) 872 (1978)

Sale of interest-bearing note at discount will not be deemed usurious unless found
to be cloak or cover for what is in reality usurious loan. Val Zimmermann Corp. v
Leffingwell, 107 W (2d) 86, 318 NW (2d) 781 (1982)

- Accord and satisfaction is not defense to claim of usury under consumer act. Clark
V. Aema Finance Coxp 115 W (2d) 581 340 NW (2d) 747 (Ct App. 1983)

422.202 Additional charges.: (1) In addition to the
finance charge permitted by this subchapter, a merchant may bar-
gain for and receive any of the following additional charges in
connection with a consumer credit ttansactlon

(a) Official fees and taxes. :

(b) Charges or premiums for insurance against loss of or dam-
age:to property in which the creditor takes a security interest or
against liability arising out of the ownership or use of property in
which the creditor takes a security interest, if all of the following
conditions are met:

1. A clear, conspicuous and specific statement in wntmg is
furnished by the creditor to the customer setting forth the cost and
term of the insurance if obtained from or through the merchant and
statmg that the customer may choose the person through-which the
insuiance is to be obtained. ‘ ‘

2. The creditor mails or-delivers to the customer a notice of
the customer’s right to cancel the insurance obtained from or
through the merchant in accordance with s. 424.304.

© Charges in real property transactlons as provxded in sub.
@:. .

(d). W1th respect to a consumer credit transaction which is other
than one pursuant to an open—end cxedlt plan and which is entered
into on or after May 17, 1988, a charge not to exceed $15 for each
check Ppresented for payiment to a creditor which is returned unsat-
isfied "because the drawer does not have an account with the
drawee, does not have sufficient funds in his or her account or does
not have sufficient credit with the drawee.

(2) With respect to a consumer credit transaction which
involves a mobile hoie transaction'as definedins. 138.056 (1) ©
or the extension of crédit secured by an interest in real property,
the parties may agree to the payment by the customer of the fol-
lowing charges in addition to the finance charge; if they will be
paid to.persons not related to the merchant, are reasonable in
amount, bona fide and not for the purpose of circumvention or
evasion of this subchapter:

-:(a) Fees or-premiums for title exammatlon, t1t1e insurance or
similar purpose;
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(b) Fees for preparatron of a deed, settlement statement or
other documents; .

“(c) Fees for notarizing -deeds and other documents;

(d) Appraisal fees; and

(e) Survey costs

(2m) Except as provrded in pars (a) to (cm), with respect to
consumer credit transactions entered into under an open-end
credit plan on or after November 1, 1981, the parties may agree
to the payment by the customer of the following charges in addi-
tion to the finance charge:

(a) A charge not to exceed $10 in any brllmg cycle in which
the creditor does not receive at least the minimum payment due on
or before the 5th day after the payment s due date, as agreed by the
parties. Any charge 1mposed under’ this paragraph may not be
included in any outstandmg balarice for purposes of calculatrng
any finance charge of minimum payment.

(b) A charge not to exceed 50 cents in any billing cycle in
which there are at least 28 calendar days and where the balance as
calculated in s. 422201 (IOm) is less than $33.34. If the charge
permrtted in'this paragraph is rmposed no finance charge may be
imposed under s, 422.201 (10m) nor ‘may the charge permitted in
par. (2) be imposed or collected. i

(¢) For each cash advance under an open—-end credit plan other
than by a seller credit card or an‘overdraft checking loan, a charge
not to exceed the greater of $2 or 2% of the amount of the cash
advance, up to a maxrmum of $5 per cash advance. In this para-
graph:

1. “Cash advance” means a consumer loan in which the cus-
tomer receives currency or its equivalent, but does not include
credrt for the purchase of goods or services.

2. “Overdraft checking loan” means an open—end credrt plan
in which loans are made only if the.customer overdraws a debit
account maintained: with a supervised financial organization.

(ce) A charge not to exceed $10 in any billing cycle in'which,
at any time during the billing cycle, the unpaid balance exceeds
the credit limit, as agreed by the partres, of the open—end credit
plan.

(cm) With respect to a consumer credit transaction whrch is
under an open—end credit plan and which is entered into on or after
May 17, 1988, a charge not to exceed $15 for each check presented
for payment to a creditor which is returned unsatisfied because the
drawer does not have-an account with the drawee, does not-have
sufficient funds in his or.her-account or does not have sufficient
credit with:the drawee..

(d) Other charges not- constrtutrng frnance charges as deter
mrned by rule of the administrator. =~ .~

(é) This subsection does not prohrbrt charges whrch the admin-
istrator has determined not to be f' nance charges prior to Novem-
ber 1, 1981,

' (2s) (a) A creditor may contract for and collect from the bor-
rower, or include in the amount financed, any of the following:

1. Charges or premrums for consumer credit insurance, as
definedin’s. 424.201 consrstmg of consumer credit life insurance,
credit accident and sickness insurance and credit unemployment
insurance against loss of income of | debtﬁis IGSuuurs fiom either
labor disputes or. rnvoluntary unemployment ifallof the following
condrtlons are met: .

a. The insurance coverage is not requrred by the creditor and
that fact:is-clearly and consprcuously drsclosed in wrrtrng to the
customer. :

b. Any customer desrrrng the insurance coverage grves a spe-
cific, separately srgned affirmative ‘written -indication of the
desire after receiving written disclosure of the cost and term of the
insurance.

-.2.: Charges or premiums. for insurance other than insurance
described in subds. 1., 3..and 4., subs. (1) (b) and.(2) (a) and s.
421.301-(20) (f) if all of the following conditions are met: -

CONSUMER CREDIT TRANSACTIONS 422.202

a. ‘The insurance coverage is not required by the creditor and
that fact is clearly and conspicuously disclosed in writing to the
customer.

’b. Any customer desiring the insurance coverage gives a spe-
cific, separately signed, affirmative written indication of the
desire after receiving written disclosure of the cost and term of the
insurance.

c. The creditor mails or delivers to the customer a notice of
the customer’s right to cancel the i insurance in accordance wrth s.
424 401

3. Charges or fees for future service contracts or motor club
service contracts if all of the following conditions are met:

a, Membershrp is not required as a condition of the extension
of credit, .

b. The term of the membership does not exceed one year.or
the creditor mails or delivers to the customer a notice of the cus-
tomer’s right to cancel the contract or member ship in accordance
with s. 424.401.

-4, Charges or fees for mechanical breakdown, extended war-
ranty or maintenance service contracts or insurance if purchase of
the contract o insurance is not required as a condition of the
extension of credit. ,

5. Other charges not constrtutrng finance charges as approved
by written opinion of the administrator or. not disapproved under
5.426.104 (4) (b).

(b) 1. Notwithstanding par. (a), in a consumer credit transac~-
tron other than one pursuant to an open—end credit plan, a cr editor
may sell and finance the products described in par. (a) 2., 3. and
4. without regard to the limitations contained in those subdrvr-
sions or in s, 424.301 (1) to (3) if the transaction is solely to pur-
chase the products described in par. (a) 2., 3. and 4. and if the trans-
action'is not evidenced by a credit contract that is signed by the
customer on the same day as a contract evidencing any other con-
suiner credit transaction with the creditor.

. 2. Notwithstanding par. (), in a consumer credit transaction
pursuant to ‘an’ open—end credit plan, a creditor may ‘sell and
finance ‘the’ products. desctibed in par. (a) 2., 3.-and 4. without
regard to the limitations contained in those subdivisions or in S.
424.301 ‘if the transaction is solely to purchase the products
deéscribed in par (a) 2., 3. and 4. and if the transaction is not evi-
denced by acredit document that is signed by the customer on the
same day as the document evidencing consummatron of the open—
end credit plan.

(3) (a) For purposes of chs. 421 to 427 any charge not autho-
rized by this section shall be considered part of the finance charge.
An additional charge authorized by this section-but assessed in a
manner inconsistent with this section is not part of the finance
charge unless;: except with respect to the charges under sub. (1),
the creditor requires the charge as an 1ncrdent toora condrtron of
the éxtension of credit.

(b) Except as otherwise provrded in chs. 421 to 427, assessing
an additional charge which is not authorized by this section and
which is not included by the creditor as part of the finance charge,
or which is authorized by this section but assessed in a manner
1nconsrstent with thrs sectron, is"a violation subject to's. 425.304.

) A merchant may not, in the same transaction, be subiect to
the penalty ins, 138, 09 (9) (b), 218.01 (8) or425.305 and the pen-
alty in's. 425. 304 based on the assessment of the’ same additional

charges.

History: 1971.¢..239; 1973 ¢.3;1975 ¢. 362, 371,372, 375, 407, 422; 1979 c.89;
1981 c. 45, 314; 1983 a’ 389, 1985 a. 29, 256; 1987 2, 399; 19934 71,150. -

Legrslatrve Council Note, 1973: [As to sub. (1)(c)] Allows creditors to treat so—
called “mortgage redemption insurance” as an additional charge.” This is insurance
writterion long—term obligations, such as mortgages, which would not qualify as
credit insurance, as that term is defined, because of its longer term. The effect of this
amendment is to allow premiumns for such insurance to be treated as additional
charges, similar to insurance defined as “creditinsurance”, as long as the amount and
term does not exceed the outstanding balance and term of the indebtedness. -

[As'to sub. (2) (b) (intro )] Broadens.the range of real estate transactions in which
specified additional charges may be made. - As the section reads prior to the above
amendment; only the creditor holding a first mortgage or equivalent security interest
may pass on these incidental charges, which include such items as title examination
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or title insurance fees, and fees for deed preparation, notarizing documents and
appraisals to the extent that they are customarily borne by the customer in a cash
transaction. The problem which arises from this approach is that these costs are
incutred by other creditors in real estate transactions, but these creditors are unable
to treat them in the same manner as the first mortgage; i €., pass them on to the cus-
tomer. The change made by this section is designed to insure equal treatment of pur-
chase money creditors, regardless of the priority of their security interest, creditors
refinancing a first mortgage and creditors financing substantial improvements of real
property. [Bill 432-A]

422203 Delinquency charges. (1) With respect to a
consumeér credit transaction other than one pursuant to an open—
end credit plan, the pames may agree to a delinquency charge on
any instalment not paid in full on or before the 10th day after its
schieduled or deferred due date in an amount not to exceed $10 or
5% of the inpaid amount of the instalment, whichever is less.

(2) No delinquency charge may be collected on an instalment
which is paid in full on or before the 10th day after its scheduled
or deferred due date even though an earlier maturing instalment
or'a delinquency charge on an eartlier instalment may not have
been paid in full. For purposes of this subsection payments are
applied first to current mstalments and then to delinquent instal-
ments.’

(3) A delinquency charge‘ under sub. (1) may be collected only
once on an instalment however long it remains in default. A delin-
quency charge may not be collected for a late instalment if, with
respect to-that instalment, there has been a deferral.

(4) (2) With respect to a consumer credit transaction other
than one primarily for an agricultural purpose, interest after the
final scheduled maturity date may not exceed the greater of eithér
12% per year or the annual rate of finance charge assessed on that
transaction if the transaction is entered into on or after April 6,
1980 and prior toNovember 1, 1981, and may not exceed the max-
imum rate permltted by s. 138 05 (1) (a), if the transaction is
entered into prior to April 6, 1980, but if such interest is charged
no delinquency charge may be taken on the final scheduled instal-
mient. ' ' '

‘(b) With respect to a consumer credit transaction primarily for
an agricultural purpose, interest after maturity of any scheduled
instalment may.not exceed the greater of either 12% per year or
an amount determined by applying the annual rate of finance
charge assessed on that transaction to that instalment until paid,
but if such interest is charged, no delinquency charge may be taken
on such instalment, This paragraph does not apply to a consumer
credit transaction primarily for an agricultural purpose if the trans-
action occurs on or after April 6, 1980. ‘

(c) With respect to a consumer credit transaction other than one
primarily foran agricultural purpose, interest after the final sched-
uled maturity date shall not exceed the greater of either 12% per
year or the annual rate of finance charge assessed on that transac-
tion if the transaction is entered into on or after November 1, 1981,
but if interest is charged no delinquency charge may be taken on
the final scheduled instalment.

(5) A violation of this section-is subject to s. 425 304.

Hlstoxy 1971.¢.239; 1979 ¢. 10, 168; 1981 ¢ 45; 1991 2 39

422 204 Deferral charges. (1) With respect to a pte-
computed consumer credit tr ansactlon, the parties may at any time
agree in writing to a deferral of ail or part of one or more unpaid
instalments, and-the creditor may make and collect a charge but:

(a) With respect to a precomputed transaction which is sched-
uled to be repaid in substantially equal successive instalments at
approximately ‘equal -intervals, if the deferral is made as of an
instalment due date and the payment dates for all wholly unpaid
instalments are deferred for one or more full instalment periods
and the maturity is extended for a corresponding period, the defer-
ral charge shall not exceéd the portion of the precomputed finance
charge attributablé to the final instalment of the original schedule
of payments multiplied by the total number of instalments to be
deferred and by the number of full instalment periods in the defer-
ment period; or.
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(b) If the deferral is not made pursuant to par. (a) the deferral
charge shall not exceed the rate previously disclosed to the cus-
tomer pursuant to the provisions on disclosure in subch. III,
applied to the amount or amounts deferred for the period of defer-
ral calculated without regard to differences in the lengths of
months, but proportionally for a part of a month, counting each
day as one—thirtieth of .a month.

(2) A deferral charge may be collected at the time it is assessed
or at any time thereafter.

(3) The deferment period is that period of time in which no
payment is required or made by reason of the deferral.

" (4) Any payment received at the time of the deferment may be
applied first to the deferral charge and the remainder, if any, to the
unpaid balance of the transaction, but if such payment is sufficient
to pay, in addition to the appropriate delinquency charge, any
instalment which is in default, it shall be first so applied, and such
instalment shall not then be defetred or subject to the deferral
charge.

(5) No instalment on which a delinquency charge has been
collected shall be deferred or included in the computation of the
deferral unless such delinquency charge is refunded to the cus-
tomer or credited to thé deferral charge.

(6) In addition to the deferral charge, the merchant may make
appropriate additional. charges as provided in s. 422.202. The
amount of such charges which is not paid in cash may be added
to the amount deferred for the purpose of calculating the deferral.

(7) Inaddition to any requirements of form established by the
administrator, a deferral agreement shall:

(a). Be in writing and signed by the customer;

(b) Incorporate by Iefetence the transaction to which the defer-
ral:applies;

(c) State each mstalment or part thereof in the amount to be
deferred, the date or dates originally payable and either the date
or.dates.agreed to become payable for the payment of the amounts
deferred or the periods of deferral; and

(d) Clearly set forth the dollar amount of the charge for each
instalment to be deferred and the total dollar amount to be paid by
the customer for the deferral.

(e) This-subsection shall not apply to deferral charges made
pursuant to sub. (8).

(8) The parties may agree in writing at the time of a precom-
puted: consumer transaction, refinancing or consolidation that if
an instalment is niot paid within 30 days after its due date, the cred-
itor at-any time may unilaterally granta deferral and make charges
as provided in this sectionif a notice is sent to the customer at least
10 days prior to deferral advising the customer of the total dollar
amount of the deferral charge and the periods of deferral, but such
deferral shall not be allowed if the customer has a valid claim or
defense against the creditor for the payment not made. Only one
such unilateral deferral on a consumer credit transaction may be
made during any 12-month period.

(9) No deferral charge may be made for a period after the date
thatthe creditor elects to accelerate the maturity of the agreement.

(10) A violation of this section i$ subject to s. 425.304.

History: 1971 ¢. 239; 1973 ¢. 3; 1991 a 316.

Legislative Councit Note, 1973: Clarifies the meamng of ss. 422.204 (5) and (6).
The reference in sub: (5) to “partial payment” is phrased in a manner which infexs that
part of an instalment cannot be deferred. However, this is not the case; see s. 422 204
(1) (intro ), which clearly allows the deferment of part of an instalment. This change
also has a minor substantive effect—the deferral charge on the deferment of part of
an instalment will always have to be calculated using the rate of finance charge previ-
ously disclosed to the buyer {s. 422204 (1) (b)), rather than possxbly xefundmg the
partial payment and calculating the deferral charge using the “unit” method [s.
422204 (1).(2)} if the transaction otherwise qualifies for such treatment

- The cross-reference language added in sub. (6) has the effect of specifying with

greater exactitude those. additional cha:ges allowable in a-deferzal situation. [Bill
432-A]

422.205 Finance charge on refinancing. (1) With
respect to a consumer credit transaction other than one pursuant
to an.open—end credit plan, the merchant may by agreement with
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the customer refinance the unpaid balance and may bargain for
and receive a finance charge based on the amount financed result-
ing from the refinancing at a rate not exceeding that permitted in
s. 422.201.

(2) For the purpose of determining the finance char ge permit-
ted in refinancing, the amount financed resulting from-the refi-
nancing shall constitute the total of the following:

(a) The amount which the customer:would have been required
to pay upon prepaymeit pursuant to the provisions on rebate upon
prepayment under s. 422.209 on the date of refinancing, except
that for-the purpose. of computing this amount no minimum
finance charge under s. 422.201 (9) shall be allowed; and.

.(b) Appxopnate additional charges under s. 422:202, included
for the period of refinancing..

(3) The maximum period for payments resulting from refi-
nancing under this section shall not exceed the periods provided
in s. 422.403 commencing with the date of refinancing, but the
outstanding balances-for the purposes of that section shall be
based ‘'on the amount financed resulting from such refinancing.

(4) A violation of this section is subject to s. 425.304.

History: 1971 ¢ 239;1979¢. 105.24. -

422, 206 ‘Finance charge on consolidation. (1) If a
customer owes an unpaid balance to a creditor with respect to a
consumer credit transaction and becomes obligated on another
consumer credit transaction or desires to-enter into another con-
sumer credit-transaction withthe same cteditor, the parties may
agree 't0° a' consolidation resultmg in a‘single schedule of pay-
ments.

(2) The unpaid balance w1th respect to the previous transac-
tion shall be determined under s. 422.205 and the amount financed
resulting therefrom shall be consolidated by adding to it the

amount financed with respect to the subsequent transaction. - The:
creditor may contract for and receive a finance charge based on the'

aggregate amount financed resulting from consolidation at a rate
not exceeding that permitted by s. 422.201. .

~(8)-*The maximum period for payments resulting from consol-
idation under this section shall not exceed the periods provided for
in s.422.403 commencing with the date of consolidation but the
outstanding balances for the purposes of that section shall be
based on the amount of the consolidated outstanding balance.

(4) - A violation of this secnon is: sub]ect to s. 425. 304
Hrstory 1971 c.2397: -

422 207 Advances to perform agreements of cus-
tomer (1) ‘With respect to.a consumer credit transaction the par-
ties may, to the extent not prohibited by chs. 421 to 427, agree that
the customer will perform certain duties with respect to preserving
or insuring collateral if such dutjes are reasonable in relation to the
risk of 1oss of or damage to the collateral. If the customer fails to
so-perform the creditor may, if authorized by the agreement, pay
for the performance of such duties on behalf of the customer. The
amount paid may be added to the unpaid balance of the customer’s
obligation, if; in‘ the absence-of performance, the merchant has
made all expenditures on behalf of the customer in good faith'and
in'a commercially reasonable manner and except in the case of a
transaction for an agricultural purpose where the collateral is per-
ishable and threatens to decline speedily in value, the merchant
has given the customer written notice of the nonpeiformance and
reasonable opportunity after:such notice-to so perform. . -

. {2) Withina reasonable time after advancing any sums pursu-
ant to sub. (1), the- merchant shall state to the customer in writing
the amount of the sums advanced, any charges with respect to this
amount and-any revised payment schedule and, if the duties of the

customer pexformed by the merchant pertain to insurance, a brief'

description. of the. insurance .paid for 1ncludmg the type ‘and
amount of coverages:

-{3) A finance charge may be made for sums advanced pursu-
ant to sub. (1) at arate not exceeding the rate stated to the customer
pursuant to the provisions ondisclosure in subch. IIL, or if no dis-
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closure is required then at the annual rate of finance charge
assessed on that transaction. With respect to an open—end credit
plan the amount of the advance may be added to the unpaid bal-
ance of the account and the merchant may make a finance charge
not exceeding that permitted by s. 422.201.
(4) A violation of this section is subject to s. 425.304.
History: 1971 ¢ -239; 1979 ¢. 10, 89

422.208 Right to prepay. Subject to s. 422,209, the cus-
tomer may prepay in full or in any part, at any time without pen-
alty, the unpaid balance of any consumer credit transaction other
than a transaction secured by a first lien mortgage or equlvalent
security interest on real estate with an original term of 10 years or
more and on which the annual percentage rate dlsclosed pursuant
to subch. 1T is 10% or less.

History: 1971 c. 239

422209 Rebate onprepayment. (1) Upon prepayment
in full .of the unpaid balance of a precomputed consumer credit
transaction, refinancing or consolidation, an-amount notless than
the unearned portjon of the finance charge calculated according
to.this section shall be rebated to the customer. If the total of all
rebates, refunds and credits to be paid to the customer under chs.
421 to 427 is less than $1, no rebate need be made.

(2) (a) The unearned portion of the precomputed finance
charge on consumer credit transactions repayable in substantially
equal successive instalments at approximately equal intervals
shall be equal to at least that portion of the finance charge which
the sums of the instalment balances of the obligation scheduled to
be outstandmg after the instalment date nearest the date of prepay-
ment bears to the sum of all instalment balances originally sched-
uled to be outstandmg under the obligation. For the purpose of
determining the instalment date nearest the date of prepayment
when payments are morthly, any prepayment made on o1 before
the 15th day following an instalment due date shall be deemed to
have been made as of the instalment due date, and if prepayment
occurs. on or after the 16th day it shall be deemed to. have been
made on the succeeding instalment due date. This method of cal-
culating rebates may be referred to as the “rule of 78” or “sum of
the digits” method. This paragraph applies to all of the following:

1. Consumer credit transactions entered into before Novem-
ber 1, 1981.

2. Consumer credit transactions having initial terms of less
than 49 months enteted into on or after November 1, 1981 and
before August 1, 1987.

3. Consumer credit transactions in which the amount financed
is less than $5,000, which have initia] terms of less than 37 months
and which are entered into on or-after August 1, 1987.

(b) The uneamed portion of the finance charge on consumer
credit transactions described in par. (©)is, at'the option of the cred-
itor, either of the following:

1. The portion of the finance chargc which is allocable to all
unexpued payment periods as scheduled or deferred. A payment
period is unexpired if prepayment is made within 15 days afterthe
payment’s due date. - The unearned finance charge is the finance
charge which, assuming all payments are made as scheduled or
deferred, would be earned for each unexpired payment period by
applyirig to unpaid balances of principal, according to the actuar-
ial method, the annual percentage rate disclosed to the customer
under subc¢h. 11 or, in the case of a transaction for an agricultural
purpose, the annual percentage rate based on the finance charge.
The creditor may decrease the annual interest rate to the next mul-
tiple of 0.25%. .

2. The finance charge less the amount determmed by applymg
the annual percentage rate disclosed to the customer under subch.
11X or,.in the case of a transaction for an agricultural purpose, the
annual percentage rate based on the finance charge, according to
the actuarial method; to the unpaid balances for the actual time
those balances-were unpaid up-to the date of prepayment.

(c) - Paragraph (b) applies to all of the following:
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1. Consumer credit. transactions which have terms of 49
months or more-and.which are entered into -after November 1,
1981 and before August 1, 1987.

2. Consumercredit transactions in which the amount financed
is $5,000 or more and which are entered into on or after August
1, 1987.

3. Consumer credit transactions in whrch the amount financed
is less than $5,000, which have initial terms of 37 months or more
and' which are entered into on or after August 1, 1987.

(3) With respéct to other precomputed consuner credit trans-
actions, the administrator may prescribé by rule the refund for-
mula consistent with sub. (2) (a) taking into account the irregular-
rty of instalment amounts and due dates.

4) @ Except as pt ovided in par. (b), the unearned portion of
a deferral charge is the deferral charge multiplied by.the number
of unexpired payment periods as of the date of prepayment and
divided by the total number:of instalments deferred.

(b) If the unearned finance charge is calculated under sub. (2)
(b), the deferral charge shall be refunded in full-

(5) This section does not preclude the collection or retention
by the creditor of delinquency charges under s. 422.203 for delin-
quencies or payments due prior to prepayment.

(6) If the maturity of the obligation is accelerated for any rea-

son and judgment is obtained, the customer is entitled to the ‘same
rebate’ as if payment in full had been made on the date ]udgment
is entered agarnst the customer. o

" (6m) “For purpose of this section, the finance chaige in a
mobile home transaction as defined in's. 138.056 (1) (c) does not
include fees, dlscounts, or other sums actually imposed by the
govemment national mortgage association, the federal national
mortgage association, the federal home loan mortgage corpora-
tion or other governmentally sponsored secondary mortgage mar-
ket purchaser of the loan or any private secondary mortgage mar-
két purchaser of the loan who'i is not a person related to the orrgmal
lender,

(7) A violation of this section is subject to s. 425.304.
History: 1971 ¢. 239; 1979 ¢. 89; 1981 ¢. 45 55 41't0 44, 51; 1987 a 27.

SUBCHAPTERIII |
DISCLOSURE AND FORM OF WRITINGS

422 301 Requrrements of federal act. In addrtron tothe
disclosures required by the federal consumer:credit protection act,
if any, the creditor shall disclose to.the customer to whom credit
is extended the rnformatron required by this. subchapter With,
tespect to every consumer credit sale, Jpayable in instalments (s.
421.301:(30)) upon which no separate finance charge is stated or
imposed (s. 421.301 (20)) the creditor shaII make disclosures in
accordance with the federal consumer credit protectron act, to the
extent applicable, whether or not’ such act requires such disclo-
sures to be made:

- History: 1971'¢.239;1979 ¢ 10. .
The functrons ‘of disclosure regulation in consumer transacuons Whitford; 1973
WLR 400 :

122 3"2 Gen e "equ:re...ems ai ld pnvv:Snvua
(1) The information requrred by this subchapter to be disclosed.
by the creditor to. the customer to whom credit is extended:

(a) Shall be: made clearly and. consprcuously,

*(b) Shall: be in writing; .

(©) Except as provided in s. 422,303 and in rules adopted by
the: administrator, need not be contained in a srngle wrrtmg or
made in the order set forth in chs. 421:to 427; .

:.(d) May-be supplemented by additional information or expla-
nations-supplied by the creditor, but none shall be stated, utilized
or placed so as to mislead or confuse the customer or contradict,’
obscure or detract attention from the informationtequired by this
subchapter to be drsclosed and so long ds the additional informa-
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tion or explanations do not have the effect of circumventing, evad-
ing or unduly complicating the information required to be dis-
closed by :this subchapter; and

(e) Need be made only to the extent applicable and only as to
those items for which the credrtor makes a separate charge to the
customer.

(2) The creditor shall drsclose all mformatron required by this
subchapter before the transaction is consummated; such disclo-
sures may be made on the face of the writing evrdencrng the trans-
action;

(3) Before any payment is' due, the creditor shall furnish the
customer with an exact copy of each instrument, document, agree-
ment and contract which is signed by the customer and which evi-
dences the customer’s obligation. If there:is more than one cus-
tomer, delivery of copies.of the documents to one of them
constitutes compliance with this subsection.

-(4)-Anything to the contrary in chs. 421 to 427 notwithstand-
ing, the sale of insurance under ch. 424 shall not be considered a
sale' requiring separate disclosute other than as provided in s.
422.202:(1).

History: 1971 ¢. 239; 1979 ¢. 10, 89.

‘Where a merchant first informed the customer of 24% interest to be charged on an
open account in statements of the account provided after the account was opened, sub.

(2) was violated and the merchant was only entitléd to interestunder s. 138.04. Sever-
son Agrr—Ser'vrce, Inc V. Lander, 172W (2d) 269,493 NW (2d) 230 (Ct. App. 1992).

422.303 Form requlrements other than open-end or
discount. (1) Inaconsumercredit sale other than one pursuant
to an open—end credit plan or a credit. sale in which- the only
finance charge is a prompt payment discount as described in s.
422.201 (8), the customer’s obligation to.pay the total of payments
shall be evidenced by a single instrument, which shall include, in
addition to the other disclosures required by this subchapter, the
signature of the seller; the signature of the customer, the date on
which.it was signed:and a description of any property the customer
transfers to the seller as a trade~in.

(2) The terms of such instrument evidencing a consumer
credit sale shall be set forth in not less than 8—point standard type,
or such similar type as is prescribed in rules adopted by the admin-
istrator; to the extent that lar ger type isnot specrﬁcally required by
chs. 421 t0 427.

(3) Except as provided in sub. (4), every writing evidencing
the customes’s obligation to pay under a consumer credit transac-
tion other than one pursuant to an open—end credit plan, shall con-
tain immediately above or adJacent to the place for the signature
of the customet; a clear, conspicuous, printed or typewritfennotice
in substantrally the following language:

NOTICE TO CUSTOMER'

*"(a) DONOT SIGN THIS BEFORE YOU READ THE WRIT-
ING ON THE, REVERSE SIDE, EVEN IF OTHERWISE
ADVISED ‘

(b) DO NOT SIGN THIS IF IT CONTAINS ANY BLANK
SPACES.

(c) YOU ARE ENTITLED TO AN EXACT COPY OF ANY
AGREEMENT YOU SIGN. DRREI

:"(d) 'YOU HAVE THE RIGHT AT ANY TIME TO PAY IN
ADVANCE: THE 'UNPAID BALANCE DUE UNDER THIS
AGREEMENT AND YOU 'MAY BE ENTITLED TO A PAR-
TIAL REFUND OF THE FINANCE CHARGE.

(4) The notice described in sub.(3) (2) is not required when no
terms appear ‘on the reverse side of ‘the writing. - The notice
described in sub:. (3) (d) is not required with respect to-a consumer
credit trangaction secured by a first lien mortgage or equivalent
secutity’ 1nterest on real pr operty, the ongrnal term of which is 10
years or, more; ' -

(5)° Thecr edrtor shall retain.a copy of such writing evidencing
a consumer credit transaction, other than one pursuant to an open—
end credit plan, and of any proposal for a consumer credit transac-
tion which the merchant has required or requested the customer to
sign and which the customer has signed during contract negotia-
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tions, for a period of one year after the last payment scheduled
under the transaction, or one year after.the transaction has been
repaid in full, whichever is sooner. The creditor shall supply the
customer with copies of such documents upon any demand of the
customer made within such period; one copy shall be furnished at
no charge; and subsequent copies shall be furnished on the condi-
tion that the customer pay the creditor’s reasonable costs of pre-
paring and forwarding the copy. Copies supplied under this sub-
section are in addition to those copies required by s. 422.302.
(6) A violation of this section is subject to s. 425.304.

History: 1971 ¢.239; 1973 ¢. 3; 1975 ¢..407; 1979 ¢.. 10, 89

Legislative Council Note, 1973: Makes clear that this section refers to copies of
documents given subsequently to documents furnished in the original transaction.
Section 422.302 (3) requires that a copy of each document signed by the customer
and evidencing his obligation be given to the customer before the first payment is due
This section is intended to refer to additional copies of such documents, furnished to

the customer during the course of repaying the obligation The added language
inserted in sub (5) further clarifies tlus intent. [Bill 432-A] )

422 304 Prohlbmon of blankwrltmgs (1) Every writ-
ing evidencing a consumer credit transaction shall be completed
as to all essential provisions prior to the signing thereof by the par-
ties, and no creditor shall induce, encourage ‘or otherwise permit
the customer to sign a writing containing blank spaces which are
to be filled in after it is signed except for a space provided for the
identifying numbers' of goods if not available at the time of the
transaction. Blanks relatmg to price, charges or terms of payment
which are 1napphcab1e to a transaction must be filled in a manner
which reveals their mapphcab1hty unless their mappllcablhty is
clearly and consplcuously indicated.

(2) A violation of this section is subject to s. 425.304.

History: 1971 ¢. 239

- 422.305 Notlce to obligors. (1) No natural person is
obli gated to assume personal liability for payment of an obli gatlon
arising out of a consumer credit transaction unless the person, in
addition to signing the writing evidencing the conisumer credit
transaction, or a separate guaranty or similar instrument, also
either receéives a copy of each instrument, document, agreement
and contr act whichis si igned by the customer and which evidences
the customer’s’ obhgatlon to pay, or signs and receives at the time
of signing a separate instrument in substantxally the following lan-
guage:, . ‘ ,

, EXPLANATION OF -
PERSONAL OBLIGATION

(a) You have agreed to pay the total of payments under a con-
sumer credit transaction between ....(name of customeér) and

..(name . of .merchant). made on. ....(date of transaction) for

(descnptlon of purpose of credit, i-e. sale or loan) in the amount.

of §....
(b) You will be liable and fully 1esp0nsxble for payment of the

- above amount even though 'you may not be entitled to any of the

goods, services or loan furnished thereunder. '

(c) Youmay be suedin court for the payment of the amount due
under this consumer. credit transaction even though the custorher
named above may be workmg or have funds to pay the amount
due

~(d) This explanatxon is not the agreement under which you are
obligated, and the guaranty or agreement you have executed must
be consulted for the exact terms-of your obhgatxons

(¢) You are entitled now, or at any time, to one free copy of any
document you sign-evidencing this transaction.

(f) The unders si igned acknowledges recelpt of an exact copy of

thlS notxce )
..(Signature)

(2) The notice must be pnnted typed or othexw1se reproduced
in a size and style-equal to at least 10~point boldface type or such
similar type as prescribed by the administrator, and shall contain
only the matter above set forth and the address of the merchant.
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(3) This notice shall not be required to be given to a merchant
who endotrses or is otherwise liable for payment to an assignee or
holder of the customer’s obligation.

(4) The notice required by this section shall not act to increase
or decrease the liability of a cosigner.

(5) Taking or arranging for a person to sign an instrument in

violation of this section is a violation subject to s. 425.304.
History: 1971 ¢. 239; 1973 ¢. 3; 1979 ¢. 10

422.306 Receipts; accounting; evidence of pay-
ment. (1) The creditor shall furnish the customer, without
request, a written receipt for each payment made in cash, or any
other time the method of payment does not itself provide evidence
of payment.

(2) At any time after consummation of a consumer credit
transaction other than one pursuant to an open—end credit plan, the
creditor, upon written request by the customer, shall furnish to the
customer a written statement of the amounts and specifying the
dates of payments received and charges imposed, together with
the unpaid balance at the time of the statement. With respect to
transactions secured by a first lien mortgage, or equivalent secur-
ity interest, on real property such statement need specify only the
dates and amounts of payments recejved and charges imposed
during the previous 12 months, and the unpaid balance remaining
at the time of the statement. The customer shall be entitled to one
such statement free of charge once every 12 months. Additional
statement$ shall-'be furnished if the customer pays the creditor’s
reasonable costs of preparing and furnishing the statement.

"(3) With respect to an open—end credit plan, the creditor shall
at any time upon written request by the customer, furnish to the
customer a written statement, which may consist of copies of the
periodic statéments furmshed to the customer under the plan,
specifying the dates and ‘amounts of purchases or loan credit
extended and payments received during the previous 12 months,
and the unpaid balance remaining at the time.of the statement. The
customer shall be entitled to one such statement at a charge not in
excess of $1 once every 12 :months. ‘Additional statements shall
be furnished if the customer pays the creditor’s reasonable costs
of preparing and furnishing the statement.”

(4) Within 45 days after payment by the customer of all sums
for which the customer is obligated under a consumer credit trans-
action other than one pursuant to an open—end credit plan, the
creditor shall give or forward to the customer instruments which
acknowledge payment in full and release of any security interest
when there is no outstanding secured obligation, and furnish to the
customer or the customer’s designee evidence of the release or
assignment to such designee of any recorded lien on real estate and
termination of any filed financing statement which perfected such
security interest.

History: 1971.¢c. 239;.1991'a.316...

422.307 .. Estimates or approximations. If at the time
dlsclosures must be made, an amount or.other item of information
requned to be disclosed or needed to determine a required disclo-
sure is. unknown or not available to the creditor, and a reasonable
effort has been made to ascertam it, the creditor may use an esti-
mated amount of appxoxmaﬁon of the i information, if:

(1) The estimate or approx1mat10n is clearly identified as
such; is réasonable and is based on'the best information available
to the creditor; and

(2) The estimate or approximation is not used fo the purpose
of circumventing’ or evadmg the disclosure requirements of this

~ subchapter:

‘History: 1971 ¢. 239.

~422.308 : Open—end credit. disclosures. (1) With
regard to every open—end credit plan between a creditor, wherever
located,-and a customer who is a resident of'this state and who is
applying for the open-end credit plan from this state, every
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application for the open—end credit plan, including every applica-
tion.contained in an advertisement, shall be appropriately divided
and captioned by its various sections and shall set forth all of the
following::

(a) The annual percentage rate or, if the rate may vary, a state-
ment that it may do so and of the circumstances under which the
rates may increase, any limitations on the increase and the effects
of the increase.

(b) The date or occasion upon which the finance charge begms
to'acCrue on a transaction.

'(¢) ‘Whether -any annual fee is charged and the amount of the
fee. i o

(d) Whether any othér charges or fees may be charged, what
they may be charged for and the amounts of the charges or fees.

(2) Withregardto every open—end credit plan between a cred-
itor, wherever lo¢ated, and a customér who is a resident of this
state and who is given the opportunity to enter into an-open—end
credit plan while present in any establishment located in this state
but who is not required to complete an application under sub. (1),
the customer shall be given a notice prior to entering into the
open—end credit plan. The notice shall be appropriately divided
and captroned by its various sections and shall set forth all of the
information in sub. (D) (@) to (d)..

(3) The administrator shall publish-an annual credrtors non-
complrance report on November 1. The report shall set forth the

names of creditors that the administrator knows,. or reasonably
believes, to have violated this section during the preceding .12,

months, unless the administrator knows or reasonably believes
that the, violation or violations were the result of unintentional
good faith errot.

(4) A violation of this section is subject to s. 425.304 unless
the violation was the result of an unintentional good faith error.

(5) If any part of this section is found unconstitutional with
regard to a creditor solely or in any part because the creditor is
located outside of this state; that part of this section shaIl not apply
to-any creditor located within this state ’

History: 1985 a. 244 g
See note to s. 422.302 citing Severson Agrr—Semce, Inc v.Lander, 172 W (2d)
269 493 NW (2d) 230 (Ct. App. 1992).

422, 310 Refund antlclpatlon loans (1) In addition to
any other requrrements under this subchapter, a creditor shall dis-
close all of the following in writing to a customer on a form that
is signed by the customer before the customer enters into a refund
antrcrpatron Joan:

) Any refund antrcrpatron Toan fees

(b) Any.charge or fee for electromcally filing an income tax
return.

(c) The total dollar amount of all charges and fees under parsﬂ
(a) and (b).

“(d)"The anticipated length of time; within 2 business days, by
which the customer wrll recerve the refund anticipation loan pro-
ceeds E

(e) ‘That the customer may electromcally file an income tax
retirn without obtaining a refund antrcrpatron loan.

(f) The antrcrpated length of time within which the customer
could reasonably expect to receive 2 tax refund if the i income tax
return is filed electronically and the customer does not request a
refund antrcrpatron loan.

(g) 'That the customer is responsrble for repayment of ‘the
refund anticipation loan and réfund anticipation loan fees even if

the income tax refund is not paid or is paid in a lower amount than
was anticipated.

...(h) The estimated annual percentage rate, based on the size of

the refund anticipation loan, the refund anticipation loan fees and
the anticipated maturity date of the refund anticipation loan. The
anticipated-maturity date shall be the date disclosed under par. (f).
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(2) A creditor may not impose a different fee or charge for
electronically filing an income tax return on a customer who
obtains a refund -anticipation loan than the creditor imposes on a
customer who does not obtain a refund anticipation loan.
(3) A violation of this section is subject to-s. 425.304.
History: 1993 a. 111, )

SUBCHAPTER IV
LIMITATIONS ON AGREEMENTS AND PRACTICES

422.401 Scope.
credit transactions. )
History: 1971 ¢; 239

‘This subchapter applies to consumer

422,402 Balloon payments prohibited. (1) Except as
provided in sub, (1m), with respect to a consumer credit transac-
tion other than a transaction which is a).pursuant to an open—end
credit plan, b) not precomputed and on which the-annual percent-
age rate disclosed under subch. Il is less than 16.5% for a con-
sumer credit sale in which the seller, retains a security interest in
teal estate whrch is the sub]ect of the sale o1 any consumer loan,
either of which is entered into on or after April 6,.1980 and prior
to November 1, 1981, or 12% for any other consumer credit trans-
actionorc)a transactron primarily for an agrrcultural purpose, no
meichant shall enter into an agreement whrch requires a schedule
of payments under which any one payment is not equal or substan-
tially equal to all other payments, or under which the intervals
between any consecutive payments differ substantially except as
permitted in sub. (2) or (3).

(1m) With respect to a consumer credit transaction other than
a transaction which is a), pursuant to an open-end credit plan, b)
not precomputed and on which the annual percentage ratedis-
closed under subch, I1I is not more than 18% for a consumer credit
sale in which the seller retains a security interest in real estaté
which is the sub_]ect of thé sale or any consumer loan, either of
which is entered into on or after November 1, 1981 and before
November 1,1984; or c) a transaction primarily foran agrrcultural
purpose, no merchant shall enter into an agreement whichrequires
a schedule of payments under which any one payment is not equal
or substantially equal to all other payments, or under which the
intervals between any consecutive: payments differ substantially
except as permitted in sub.: (2) or (3). )

{(2). The parties may agree to payments that are-not substan-
trally equal to other payments or are paid at unequal intervals if;:

< (a) The customer’s livelihood is dependent upon income that
is seasonal.or otherwise not regular, such paymerits are in accord-
ance with the needs of the customer and a notice in substantially
the following language is set forth immediately below the custom-
er’s signature in 12-point boldface type, orits equrvalent as pre-
scribed by the administrator:. y .

: WARNING

The amounts of payments or the dates on which they are pay-
able under this agreement are not equal. Do not sign this paper
unless you are certain that this payment schedule meets your
needs,

(b) The unequal orirregular payment is part of an agreed down
payment received by the creditor. contemporaneously with or
prior to the consummation of the transaction;

" (c) The unequal or irregular payment is part of an agreed down
payment that does not exceed 20% of the cash price, has a due date
not later than the due date of the 2nd instalment of the transaction
and is excluded from the amount financed upon which the finance”
charge is computed, and if it is the mutual understanding of the
customer and the creditor that such a partial payment will be sepa-
rately financed the customer has the right to rescind the transac-
tion without penalty if the customer cannot obtain such separate
financing;
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~ (d) -The unequal or irregular payment is the final scheduled
payment and is less than, or not more than 10% greater than, the
average amount of the other scheduled payments, if such other
payments are substantially equal; or

(e) The unequal or irregular payment is the first scheduled pay-
ment and results from the inclusion of interest charged for a first
instalment period of not more than 45 days or less than 15 days as
permitted under s. 138.09 (7) (¢) 2.

(3) In the event that sub. (2) (a) applies, the customer shall
have the nght at any tlme to refinance the unequal or irregular
instalment pursuant'to s. 422.205 for xeﬁnancmg, except that the
rate. shall not exceed the rate disclosed in the original transactlon
pursuant to subch. III of ch. 422.

(4) Taking or arr anging for the customer to sign an instrament
in violation of this section shall be subject to s. 425.304.

(5) This section does not app]y to a mobile home tranisaction
as definedin s. 138.056 (1) (c) made on or after November 1, 1981
and before November 1, 1984, if: ,

(@ "The transaction complies with s. 138.056; or

(b). The unequal or irregular payment is the final scheduled
paymént of the transaction, and the merchant agrees to refinance

the final scheduled payment at a rate of interest not in excess of

the rate disclosed pursuant to subch. III of ch: 422 by more than
one percent multiplied by the number of 6-month periods i in the
term of the immediately prior mobile home transaction:

(6) This section does not apply to consumer-credit transac-
tions entéred into on or after November 1, 1984.

History: 1971 c. 239 1977 ¢-444; 1979 c. 168; 1981 6. 45; 1983 2. 36; 1987 a.’

27 1991 a 316 .

422,403 Maxlmum penods of repayment. (1) With
xespect to a consumer credit transaction other than one pursuant
to an open—end credit plan or one pursuant to s. 138.09, no me-
chant shall initially schedule payments to be paid in full:

(a) Overa penod of more than 25 months 1f the total of pay-
ments is $700 or less;

" (b) Overa penod of more than 37 months if the total of pay-
ments is more than $700 but does not exceed $1,400; 0r
~.(c) Over.a period of more than 49 months if the total of pay-
ments is more than $1,400, but does not exceed $2,000, unless the
transaction is for the acquisition of or substantial improvement to
real ptoperty in which case such period shall not exceed 61
months ,

(2) With Iespect to a consumer credit transactxon other than
one putsuant to an open—end cxedlt plan or one pursuant to s.
138.09, which is for the purpose of an improvement to real prop-
erty ‘and in Wthh the annual’ percentage rate disclosed under
subch. 10T is 15% orless, 1o melchant may initially schedule pay-
ments to be paid in full:"

(a) Over a period of more ‘than 25 months 1f the total of pay-
ments is $300 orless;

+{(b) Ovex a penod of more than 48 months if the total of pay-
ments is more, than $300, but does not exceed $1,000; or

(c) Over a period of more than 60 months if the total of pay-
ments is more than $1,000, but does not exceed $2,000. ,

- (3) ‘The periods specified in subs. (1) and (2) shall commence
w1th the date of first payment or when the ﬁnance cnaxge begms
to-accrue; whichever is.earlier:

*(4)  This section shall:not apply to Ioans made, guaranteed or
funded by federal or state agencies and loans made, guaranteed or
funded by nenprofit educationalinstitutions or foundations quali-
fymg under section-501 (c).(3) of the internal revenue code, for
purposes of post-high school education. :

- (4m): This section does notapply toloans made by an admxms—‘

trative agency w1th1n the- executlve branch estabhshed under-ch.
1500 s

(5) Taking or arr angmg for the customer to-sign an 1nstrument

in-violation of this section is subject to s. 425.304.
History: 1971 ¢.239;:1973 ¢. 3, 4,243; 1981 ¢ 20,391
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422.404 . Assignment of earnings. (1) No merchant
shall take or arrange for an assignment of earnings-of the customer
for payment or-as security for payment of an obligation arising out
of a consumer transaction unless such assignment is revocable at
will by the customer. :

. (2): A revocable assignment of eammgs made as payment or
as security for payment of an obligation arising out of a consumer
credit transaction, which would otherwise expire under s, 241.09,
shall be-deemed to be renewed for a term not to exceed 6 months
if:

(a) The ongmal authonzanon contamed a conspxcuous notice
of the custometr’s right to revoke;

-(b) Prior to expiration, the merchant malls a notlce to the cus-
tomer which conspicuously states that the assignment of earnings
is revocable, and that it shall continue to run:for not more than 6
additional months, unless the merchant receives notice of revoca-
tion; and

-(c) The customer does not revoke the assignment.

(3) ‘A violation of this section is subject to s. 425. 304

History: 1971 ¢ 239; 1973 ¢. 3.

422.405 Authorization to confess judgment prohib-
ited. (1) No merchant shall take or accept from the customer a
watrant o1’ power of attomey or other authorization for the credi-
tor, or other person actmg on the creditor’s behalf, to confess 1udg—
ment.

(2) A violation of this section is subject to s. 425.305.

Hlstory 1971 ¢ 239 1991 a 316

422.406 Negotlable instruments. (1) In a consumer.
credit sale or lease transaction, no seller or lessor shall take a nego-
tiable instrument (s.'403.104), other than a check, as ev1dence of
the obligation of the customer.

(2) -In a consumer loan transaction which constitutes an inter-
locking loan (s. 422.408), no creditor shall take a negotiable
instrument (s. 403.104), other than a check, as evidence of the
obligation of the customer.

(3) The holder to whom an instrument issued in violation of
this section is negotiated, notwithstanding that.the holder may
otherwise be a holder in due course of such instrument, is subject
to all claims and defenses of the customer against the payee, sub-
ject to sub. (4). : )

(4)Such holder’ s lxablhty under this section is hmxted to:

(a) The amount owing to the holder on such instrument at the
time the holder receives notice of a claim or defense of the cus-
tomer against such payee; plus.

(b) If the customer has:obtained a judgment against such payee
and execution with bond is issued within one year after judgment
and is returned unsatisfied; the amount paid by the customer to the
holder before the holder received notice of the claim or defense of
the customer, if such:claim is made against the holder within 2
years after such judgment is returned unsatisfied. Any judgment
against the payee, other than a default judgment, shall be binding
on the holder.

(5) Taking or anangmg for the customer to signan mstrument
in-violation of this section is subject to s. 425.304.

History: 1971 ¢.239; 1973.¢.2; 1991 a. 316.

422.407 Defenses assertable against an assignee.
(1) With ' respect to a consumer -credit transaction-other than a
consumer loan which'is not an interlocking consumer loan (s.
422.408), an assignee of the rights of a creditor is subject to all
claims and defenses of the customer against the assignor. arising
oiit of the transaction notwnhstandmg an agreement. to the con-
trary, subject to sub. (2).

(2) An agreement by the customer not to assert agamst an
assignee a claim or.defense arising from a consumer credit trans-
action is enforceable only by an assignee not related -to the
assignor who acquires the customer’s  contract in good faith and
for value, who gives thie customer notice of the assignment as pro-




Electronically scanned images of the published statutes.

422.407 CONSUMER CREDIT TRANSACTIONS

vided in s. 422.409 and who, within 12 months after the mailing
of the notice of assignment, has not received notice of the custom-
er’s ‘claim or defense. In the event that such assignee further
assigns the customer’s obligation to another party not related to
the original assignor, in good faith and for value, such party may
enforce an:agreement by the customer not to assert claims or
defenses, only to the extent that that party’s assignor could do so
under this section, and any notice by the customer to the original
or subsequent :assignees is effective as to such party. Such good
faith assignee’s liability under this section is limited to:

(a): The-amount owing to the assignee with-respect to the con-
sumer credit transaction at the time the assignee received notice
of a claim or defense of the customer against the assignor; plus

(b)" If the customer has obtained a judgment against the
assignor and execution with bond is issued within one year after
judgment and is returned unsatisfied, the amount paid by the cus-
tomer to the assignee before the assignee received notice of the
claim or defense of the customer, if such claim is made against the
assignee within 2 years after execution is returned unsatisfied.
Any judgment against the assignor, other than a default judgment,
shall be binding on the assignee.

(2m) (@ In the event that an a351gnee, who is related to the
assignor or who takes the assignment not in good faith or not for
value, further assigns the customer’s obhgatxon to a subsequent
assignee not related to any prior assignor and who takes the
assignment in good faith and for value, such subsequent assign-
ee’s liability is limited to that provided for in sub. (2) if the subse-
quent assignee’s assignox at the time of the assi ignment to the sub-
sequent assignee- gives: the notice . requned in's. 422409 (2),
subject to-par. (b).

(b) The notice given under s. 422.409 (2) need not name the
subsequent assignee. In such cases it shall state that payments
may be made to'the assignor, and shall otherwise comply with the
requirements of s. 422.409: (2).

(3) Any-assignee does not acquire a customer’s contract in
good faith within the meaning of subs. (2) and (2m) if the assignee
has knowledge, including knowledge from his or her course of
dealing with other customers of the assignor or from the assignor
or the assignee’s records, or written notice of violations of chs. 421
to 427, of conduct of the kind described in s. 426.108, or of sub-
stantial complaints by such other customers that.such assignor
fails-orrefuses to perform his or her contracts with such customers
and fails to remedy their complaints.-

(4) No‘term of an agreement may confer upon an assignee
greater immunity from claims and defenses of the customer
against the assignor than is permitted in this section.: No-term of
an agreement purporting to waive defenses against an assignee is
enforceable unless the agreement makes conspicuous reference to
this-section and to the ‘customer’s right to assert such claim or
defense against an assignee within 12 ' months after being fur-
nished a notice of assngnment

(5) Except where execution with bond is returned unsatisfied

_under sub. (2) (b) or where the assignor is in bankruptcy, receiver-
ship or other insolvency proceedings or cannot be found within
the state, any claims or defenses of the customer under this section
canonly be asserted as a matter of co"fztexclazm, defense to or set—
off agamst a cla1m by.the assignee,

(6) Taking or anangmg for the customer to sign an mstmment
inviolation of this section is subject to s. 425.304.

History: 1971 ¢. 239;1973 ¢. 3;.1979 ¢ 89; 1991 a. 316.

_ Legislative Council Note, 1973: Sections 39, 40 and 41 revise s. 422 407 so that
it accomphshes its intended purpose, which s to enable a good faith assignee of a cus-
totrier’s-contract; ‘and his good falth assxgnees, to enforce an agreement by the cus-
tomer not to raise claims and d of the contract, once 12
months have passed following the initial good faith ass1gnment

New s. 422 407 (2m), created by this act, accomphshes the same result in those
cases where the first assignment is made to a related assignee, who further assigns the
contract to an unrelated good faith assignee. This latter arrangement is not dealt with
by present s. 422.407. New (2m) also recognizes existing business patterns in that
it allows the related assignee to service an account, although the contract has been
further assigned to an unrelated good faith assignee: In these cases the good faith
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assignee receives the protection of this section, provided the customer has been given
the required notice of assignment. [Bill 432-A].

422.408 Interlocking loans. (1) The lender in an inter-
locking consumer loan is subject to the claims and defenses the
consumer may have against the seller or lessor in the consumer
transaction for which the proceeds of the loan are used, subject to
sub. (3). :

(2) For purposes of this section, a consumer transaction pursu-
antto a seller credit card shall be deemed to be a consumer loan
transaction if the transaction is other than a purchase or lease of
goods or services from the issuer of the seller credit card, from a
person related to such issuer or from others licensed or franchised
to do business solely under the business or trade name or designa-
tion of such issuer. o

(8) For purposes of this section, a consumer loan transaction
is'an “interlocking consumer loan” if the creditor knows or has
reason to know that all or a meaningful part of the proceeds of the
loan are used to pay all or part of the customer’s obligations to the
seller or lessor under a consumer sale or lease, and if:

(a) The lender is a person related to the seller or lessor;

(b) The lender supplies to the seller or lessor, or the seller or
lessor prepares, documents used to evidence the loan, other than
sales slips or drafts used to evidence purchases pursuant to an
open—end credit plan

(¢) Thelender directly or 1nd1rectly pays to the seller or lessor
any commission, finder’s fee or other similar consideration based
upon or measured by the consumer loan;

(d) The lender has recourse to the seller or lessor for nonpay-
ment of the consumer loan transaction through a guaranty, mainte-
nance of a reserve account or othexw1se, but this paragraph shall
not apply to transactions pursuant to a credlt card issued by a
lender not related to the seller or lessor,

(e) The lender has knowledge including knowledge from the
lender’s course of dealing with other customers of the seller or les-
sor or. from the lender’s records, or written notice of substantial
complaints by such other customers, that such seller or lessor fails
or refuses to perform the seller’s or lessor’s contracts with them
and that such merchant fails to remedy such complamts within a
reasonable time; ‘or’

(f) The loan exceeds $100, is disbursed dlrectly to the seller or
lessor and is made pursuant to a credit card to finance a purchase
from a séller’s or lessor’s place of business in this state, if the seller
or lessor has a direct or indirect contractual relationship with the
issuer permitting the seller or lessor to honor the credit card.

“(4) Tothe exterit that a lender under an interlocking consumer
lodn is subject to claims or defenses of the customer against a mer-
chant under this section, the lender’s liability is limited to claims
or defenses arising from the consumer transaction financed by the
proceeds of the loan, and may not exceed that portion of the
unpaid balance of the loan at the time the lender has notice of the
claimor defense, which the proceeds used to pay all or part of the
customer’s obligation on which the claim is based bears to the
entire ‘amount financed of .the loan, unléss ‘the customer has
obtained a judgmeént-against the merchant and execution thereon
has been returned unsatisfied, in which event the lender:shall in
addition be liable in a similar manner for thie proportionaie amount
paid by the customer to the lender with respect to the interlocking
consumer loan before the lender received notice of the claim or
defense of the customer.

~.(5) ‘With respect to a loan wh1ch constitutes an 1nterlock1ng
consumer loan solely by reason of sub. (3) (f), the lender shall be
liable as provided in sub. (4)-only if the lender receives notice of
the customer’s claim or:defense within 12 months after the trans-
action is charged against the customer’s account, and the:unpaid
balance of such a loan for purposes of sub. (4) shall be determmed
pursuant to the method set forth in s. 422.418. :

(6) This section shall not apply to consumer loans extended
for the purpose of acquiring residential real property which are
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secured by a first lien mortgage or equivalent-security interest on
such property and on which the annual percentage rate drsclosed
pursuant to subch: 11 is less than 12%.

History: 1971 c. 239; 1991 a 316.

. Consumer defenses in interlocking loans and credit card transactions; recent stat-
utes, polrcres and a proposal. Littlefield, 1973 WLR 471

422,409 Notice of assignment. (1) The customer is
authorized to pay the assignor until the customer receives notifica-

tion of assignment of the rights to payment pursuantto a consumer_

credit transaction and that payment is to be made to the assigriee.
A notification. which does not reasonably identify the. rrghts
assigned is ineffective. If requested by the customer, the assignee
must seasonably furnish reasonable proof that the assignment has
been made and unless the assignee does 50 the customer may pay
the. assrgnor i

'(2) The notification of assrgnment shall be in writing and
addressed to the customer at the customer’s address as stated in the
contract, shall be accompamed by a copy of the contract or shall
identify. the contract, describe the ‘goods or services, -state the
names of the assignor and the customer, the-name and address of
the assignee, the number, amount and due dates or penods of pay-
ments scheduled to repay the indebtedness and, except in the case
of a transaction secured by.a first lien mortgage or equivalent
security. interest for the purpose of the acquisition of a dwelling,
the total of payments A provision in the assigned contract that the
customer waives or will not assert claims or defenses against the
assignee under s. 422.407 (2) shall not be effective unless the noti-
fication'of assignment also contains aclear and conspicuous state-
ment that the customer has 12 months within.which to notify the
assignee in writing of any complamts claims or defenses the cus-
tomer may have against the assrgnor and that if the customer does
not give such notice, the assignee or'subsequent assignees will
have the .right to enforce the. contract free of such clarms or
defenses subject to chs. 421 to 427.

Hlstory 1971 ¢.239; 1973 ¢. 2, 3; 1991 a. 316.

422. 41 0 Statements of complrance or performance
Statements in the form of acknowledgments, certificates of per-
formance or-otherwise, signed by the customer, to the effect that
there has been compliance with any:of the requirements of chs.
421 t0 427 or performance by the other party or parties to the trans-
action shall cteate:no presumptron that the facts recrted in such

statements are true..
History: 1971 c. 239; 1979 c. 89.

.422.411  Attorney fees.. (1) Except as provrded in subs.
(2) and (2m), with respect to a consumer credit transaction nio term
of a writing may provide for the payment by the customer of attor-
ney fees.. Notwithstanding subs. (2) and (2m), a consumer credit
transaction may not provrde for the payment by the customer of
attorney fees if the transactron is for an agncultural purpose.

(2) With respect to a consumer transaction in which credit is
extended for the purpose of acquiring or refinancing the acquisi-
tion of resrdentral real property, which is secured by a first lien or

' purchase money mortgage or.equivalent security interest on such
property, and on which the annual percentage rate disclosed pur-
suant to subch. III is 12% or Iess, the creditor may contract for the
customer’s payment of reasonable attorney fees actually incurred
by the creditor, but the customer shall be liable for such fees only

to the éxtent: ,

(a) Such fees are payable to a lrcensed attorney who is not an

-employe of the creditor; and :

(b) Such fees do not exceed 5% of the amount of the ]udgment
entered against the customer; or $100 in the event no judgment is
so-entered.and the dispute is settled prior to judgment.

(2m) A lender licensed under s. 138.09 may contract for the-

customer’s payment of reasonable attorney. fees actually incurted
by the licensed lender to foreclose a mortgage or equivalent secur-
ity interest in residential real property, but the customer is liable
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for attorney fees only if all of the following canditions are satis-
fied: :
(a) The fees are payable to a hcensed attomey who.is not-an
employe of the licensed lender.

(b) The fees do not exceed 5% of the amount of the ]udgment
entered against the clistomer; or $100 in the event a judgment is
not entered and the dispute is settled before judgment .

(3) - Taking or arranging for the.customer to sign an instrument
in'violation of this section is subject to s. 425.304..-

History: 1971.c. 239; 1973 c. 3; 1993 a: 368,.490. -

Legislative Council Note, 1973: Broadens the range of residential real estate
transactions in which the limited amount of attorney fees allowed by the Wisconsin
consumer act can be contracted for. The amendment’s effect is to allow all first lien
and purchase money.creditors, ‘and: creditors refinancing a first lien or purchase
money transaction, to contract for attorney fees. As the section now reads, only pur-
chase money first mortgagees may contract for them Asamended, all such creditors
will be treated in an equal manner. [Bill 432-A]

422.412 Restrtctron on Irabrllty in consumer Iease
In a.consumer lease other than one for an agricultural purpose, the
obligation of a customer upon expiration of the lease may not
exceed the average payment allocable to a monthly period under
the lease. This limitation does not.apply to charges for damages
to the leased property occasioned by other than normal use or for
other default.

History: 1971 ¢. 239.

422.413 lertatlon on defauit charges 1) Except as
provrded in subs. (2) and (2g), no term.of a writing evidencing a
consumer credit transaction may provide for any charges as a
result of default by the customer other than reasonable expenses
incurred in the disposition of collatera] and such other charges as
are specrflcally authorized by chs. 421 to 427.

(2) In the case of a transaction, for an agricultural purpose,
writing: evrdencrng aconsumer credit transaction may provide for
the creditor’s recovery of expenses of taking and holding collat-
eral and in the case of collateral other than automobiles, as defined
in s. 340.01 (4), station wagons, as defined in s. 340.01 (61), and
trucks other than farm trucks, as defined in s. 340.01 (18), for the
expenses of preparing the. collateral for sale. ,

(29). In any consumer credit transaction in which the collateral
is a motor vehicle as defined in s. 340.01 (35), a trailer as defined
ins. 340.01 (71), a snowmobile as defined in's. 340.01 (58a), a
boat as:defined in's: 30:50 (2), an aircraft as defined in s. 114.002
(3),-or.a. mobile home as defined in s. 218.10 (2); a writing evi-
dencing the transaction may provide for the creditor’s recovery of
all.of the following expenses, if the expenses are reasonable and
bona:fide:

*(a) Expenses of takmg andholding the collateral if paid toper-
sons not felated to the creditor.

(b) Travel and transportatron expenses of the creditor or the
credrtor s employes in taking possession of the collateral.

(c) 1, Ifthe collateral i is not redeemed by the customer under
s. 425.208, the greater of expenses determined under subd. 2. or
of all of the following expenses ¢ of preparing the collateral for sale
rf pard to persons not related to the creditor:

n\«ng tha appe
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a. uz(yeuovo xur \deaunus and 1e
collateral, not to exceed $100.

b. Expenses for repair. of. damage to the collateral if covered
by insurance, not to exceed the lesser of any deductible amount or
$250.

c.” Expenses for mechanical repairs to the collateral not to
exceed $200.

w20 Expenses for any repair to the collateral which increase the
selhng price of the collateral, not to exceed the amount by which
the selling price'is increased because of the repairs, if paid to per-
sons-notrelated to the creditor. The selling price of the collateral
before repairs shall be established by any reasonable method, at
no cost to the customer.

rance of the
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(2r) Notwithstanding s. 409.504 (1), the proceeds of any dis-
position of collateral referred to in sub. (2g) shall be applied in the
following order to:

(a) Any expenses described in sub. (2g) (a) sub]ect to. the
restriction set forth in sub. (2g) (a).

(b) Any expenses described in sub. (2g) (b) subject to the
restriction set forth in sub: (2g) (b).

(c) Any expenses described in sub. (2g) (c) 1., subject to the
restrictions set forth in sub. (2g) (c) 1. (intro.), in the order, and
subject to the limitations on amounts, set forth in sub. (2g) (¢) 1.
a.to c.; orin sub. (2g) (c) 2., subject to the limitation described in
that subd1v1sxon

d The satisfaction of indebtedness secured by the security
interest under which the disposition of the collateral is made.

(e) Any expenses described in sub. (2g) (c) 1. in excess of the
limitations on amounts set forth in sub.’ (2g) (¢)l.a.toc,inthe
order set forth in sub. (2g) (c) 1. a. to c.

(f) - The satisfaction of indebtedness secured by any subordi-
nate security interest in the collateral; siubject to the restrictions set
forth in 5. 409.504 (1) (c).

(g) Payment to the customer.

(3) A violation of this section is subJect to s. 425.304.
History: 1971 ¢.239; 1973 ¢. 2; 1979 ¢. 10; 1983 a. 389; 1985 a 331; 1993 a 368

422.414 Use of muitiple agreements. (1) No creditor
shall dividé or otherwise encourage the customer or customers to
become obligated at the same time on more than one consumer
loan, more than one consumer credit sale, or one or more inter-
lockmg consumer loans (s. 422.408) and consumer credit sale for
the purpose of obtaining a higher rate of finance charge than
would otherwise be permitted under chs. 421 to 427.

(2) Multiple agreements which arise out of substantially the
same transaction shall be presumed to be in violation of this sec-
tlon

(3) A violation of this sectlon is subject to s. 425.305.

History: 1971 ¢ 239; 1979 c. 89

422415 Changes - in open—end credit terms.
(1) Except as provided in sub. (2), no creditor shall make any
change inthe terms of open—end credit plans that is adverse to the
interests of the customer with respect to any outstanding balances
or that imposes or alters a charge under s. 422.202 (2m) (a) to (cm)
or (¢). For the purposesof this section, a change shall be presumed
to bé adverse if the result thereof is to increase the rate. of the
finance charge or the amount of the periodic payment due. ‘Out-
standing balances shall be determined on the assumption that all
payments shall be credited first to any finance charges that may
be due and then to the payment of debts in the order i in which the
entties to the account showing the debts were made.

(2) A change that is adverse to the interests of the customer
with respect to outstanding balances or that imposes or alters a
charge under's. 422.202 (2m) (a) to (cm) or (e) may be made if any
of the following conditions is met:

(a) The change is required by leglslation, regulations ot admin-
istrative rules becommg effective after the date of the agreement
with the customer and the creditorhas mailed or delivered to the
customer written notice disclosing such proposed change not less
than 3 months. prior to the effective date of such change or such
lesser period of time as may be available before such change is
required to be made. :

(b) The change is made within 3 months of March 1, 1973 or
within 3 months after the repeal or expiration of any feder al legis-
lation, administrative order, rule, guideline or regulation, the pur-
pose of which was to limit or freeze finance charges or other
charges, in effect on March 1, 1973, whichever is later: '

(c). The creditor mails or otherwise delivers to the customer a
written disclosure of the proposed.change not less than 90 days
prior to the effective date of such change.
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(d) ' The customer-agrees in writing to a change other than a
change made to apply a finance charge permitted by the treatment
of 5. 422,201 (2) by chapter 168, laws of 1979, to a balance out-
standing on April 6, 1980.

(3) No term of a writing executed by the customer shall consti-
tute authorization for a creditor to unilaterally make changes in the
terms of the credit plan, which are otherwise prohibited by this
section.

4 A violation of this section is subject to s. 425.304. -

. History: 1971 ¢ 239; 1979 ¢ 168; 1981 ¢. 45 5. 51; 1993 a. 150.

422.4155 Notice of termination of liability. (1) Inan
open—end credit plan in which more than one person may be obli-
gated for extensions of credit, any person may terminate his or her
liability for future extensions of credit under the plan by giving
written notice to the creditor of the person’s termination of liabil-
ity. The person’s liability for future extensions of credit under the
plan shall continue as to loans extended to, or purchases made by,
any other person under the pian for 15 business days after the cred-
itor’s receipt of the termination notice. The terminating person’s
liability may not exceed the greater of the requested and con-
tracted for credit limit under the plan or the balance outstanding
under the plan on the receipt of the termination notice plus $500.

© (2) Notwithstanding sub. (1), a person remains liable forloans
extended to, or purchases’ made by, the person after gwmg the ter-
mination notice.’

‘History: 1981.¢. 45

422.416 - Referral transactions prohibited. (1) With
respect to a consumer transaction no merchant shall give or offer
to-give a rebate or discount or otherwise pay or offer to pay value
to-the customer-as an inducement for a‘consumer transaction in
consideration: of the customer’s giving to the creditor the names
of prospective customers, or otherwise aiding the creditor in
entering into a transaction with another customer or, without
being limited by any of the foregoing, performing any other act or
the occurrence of any other event, if the earning of the rebate, dis-
count or other value is contingent upon the occurrence of an event
subsequent to the time the.customer enters into the agreement.

~(2) A violation of this sectionis subject to s. 425.305.

History:. 1971 ¢ 239; 1991 a. 316

- 422.417 Restrlctlons on security interests. (1) With
respect to a consumer credit sale a seller may take a secunty inter-
est only in:

(a) The property sold;

'(b) Goodsupon which the property sold is installed or to which
it is annexed, or goods upon which the services sold are per-
formed, if the obligation secured-is $500 or more;  ~

(¢) Real property to which the property sold is affixed, or
which is maintained, repaired or improved as a result of the sale
of the pxoperty or semces, 1f the obhganon secured is $1, 000 or
more;

“(d) Goods of the consumer which were the subject of a prior
transaction with the seller which is consolidated (s. 422. 206) with
the consumer credit sale, or if the consumer credit sale is made
pursuant to an open-end credit plan, goods prevxously putchased
by the consumer pursuant to tne plan subject however to S.
422.418; and - -

(e) Agricultural products or agricultural eqngpment then
owned by the customer or acquired or to be acquired in the future.

“(2) With respect to a consumer lease, a lessor may not take a
security interest in any property of the customer other than the
leased goods to secute the lessor’s obligations under the lease.
This 'subsection does not prohibit a security interest in -a cash
security deposit for a consumer lease of motor vehicles or agricul-
tural equipment. -

(3) With respect to a:consumer loan, in addition to the limita-
tions on security interests required by 12 CFR 227.13 (d), 12 CFR
535.2 (a) (4) or 16 CFR 444 2 (a) 4, if any, a lender may not take
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a security interest, other than a purchase money security interest,
in:- : )

"(a) Clothing of the customer-and the customer’s dependents
and the following, if they are not fixtures: dining table and chairs,
refrigerator, heating stove, cooking stove, radio, beds and bed-
dmg, couch and chairs, cooking utensils and kitchenware; or

(b) Real property if the obligation secured is less than $1,000.

(4) A violation of this section is subject to s. 425.304.
History: 1971 ¢ 239; 1973 . 3; 1975 ¢ 406, 407, 421; 1981 ¢. 20, 391; 1985 a.
256; 19892 359; 1991 a. 316

:422.418  Security mterests. consolidations; open—
end credit plans. (1) The parties may agree in a consolidation
agreement under s. 422.206 that the creditor may secure the con-
‘solidated obligation by a security interest in propeity in which the
creditor has an existing security interest.as a result of the prior
transaction which is one of those agreed to become consolidated.

(2) For the purpose of determining the extent to which a con-
solidated obligation is secured after a consolidation of consumer
sales other than sales primarily for an agncultural purpose, and

after a consolidation of consumer loans in which one or more of

‘the loans consolidated is secured by a purchase money security
interest in property of the type describedins. 422.417 (3) (a), pay-
ments received by the creditor after a consolidation agreement are
deemed to have been first applied to the payment of obligations
ansmg ' from the transactions first made. To the extent that obliga-
tions are paid pursuant to this section, security interests in itemns
of property terminate as the obligation originally incurred with
respect to each item is paid.

(3) Payments received by the creditor upon an open—end
credit plan are deemed, for the purpose of determining the amount
of the unpaid balance secured by the various security interests, to
have been applied first to the paymient of finance charges in.the
otder of their entry to the account, and then to the payment of the
respective amounts financed in the order in which the entries to the
account were made.

(4) If obligations consolidated or financed pursuant to an
‘open-end credit plan arise from 2 or more transactions made on
the same day, payments received by the creditor are deemed, for
the purpose of determining the amount of the obligation secured
by the various security interests, to have been applied first to the
payment of the smallest obligation.

) Hisﬁol‘y: 1971.¢.239; 1973 ¢. 3.

422,419 Waivers prohibited. (1) No contract evidenc-
ing a consumer credit transactlon may contain any provision by
which:

(a) The ‘merchant or other pexson actmg on the merchant’s
behalf is given authority to enter the customer’s dwelling or to
commit any breach of the peace in the course of taking possession
of collateral securing the transaction;

(b) The customer waives any right of action against the mer-
chant, or other person acting on the merchant’s behalf, for any
breach of the peace or other illegal act committed in the course of
taking possession of such collateral; or -

- {c) The customer executes a power of attorney or similar
mstrument appointing the merchant, or other person acting on the
merchant’s behalf, as the customer’s agent in the taking of posses-
sion of such collateral.

(2) A violation of this section is sublect to's. 425.304.

‘History: 1971 c. 239; 1991 a 316. ,

422 420 COS|gner charges. No term of a wntmg signed
by a cosigner and made pursuant to a consumer credit transaction
may: oo
- (1) Provide for payment by the 0051gner of any fees or charges
: whlch couldnot be imposed upon the customer as.part of the tr ans-

action; or .
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(2) Operate to remove from the cosigner any rights or protec-
tions given the customer under chs. 421 to 427.
History: 1973 ¢.3

422.421 Variable rate transaction. (1) DerINITIONS. In
this section:

(a) “Approved index” means any relevant index approved by
the administrator that is beyond the control of the creditor and is
verifiable by the customer.

(b) 1. “Consummation” with respect to a variable rate transac-
tion other than oné pursuant to an open—end credit plan means the
time at which a customer becomes contractually obligated on the
vanable rate transaction.

2. “Consummation” with respect toa variable rate transaction
pursuant to an open—end credit plan means the time at which a
creditor accepts a customer’s application and authorizes the cus-
tomer’s participation in the plan or the time at which an amend-
ment-to an existing open—end credit plan is accepted by or
becomes binding on the customer under sub. (11) or s. 422.415.

* (c) “Variable rate transaction” means any open—end credit plan
and any consumer credit transaction other than one pursuant to an
open-end credit plan, the terms of which permit the rate of finance
charge to'be adjusted from time to time during the term of the plan
ortransaction otherthan by an adjustment under s. 422.201 (10m)
or 422415, but does not include any consumer credit transaction
the terms of which permit only the rates of finance charge that are
initially numerically specified in any document evidencing the
plan or transaction.

(2) VARIABLE RATE TRANSACTIONS PERMITTED Creditors may
engage in variable rate transactions subject to the conditions and
limitatjons of this secnon

(3) APPROVED INDEX ADJUSTMENTS (a) Adjustments in the
rate of finance charge of a variable rate transaction that are based
upon changes in an approved index shall be made in accordance
with provisions set forth in the documents evidencing the variable
rate transaction including provisions specifying all of the follow-
ing:

1 Th‘e method of determining approved index values.
.. 2. The relationship between approved index values and the
rates of finance charge.

3. The method of implementing the adjustments.

4. The frequency of adjustments.

5. Any limits on the magnitude of adjustments.

6. Any minimutn increments of adjustments.

" 7. The method of implementing any rounding of the rates of

finance charge. ' ‘
" (b) The provxslons undet par. (a) 5. may specify limited magm-
tudes of decreases in the rate of finance charge if the provisions
specify limited magmtudes of i increases that are at least as restric-
tive. .

©) Ifa creditor falls at any time to increase the rate of finance
charge to the extent permltted by the provisions under par. (a), the
creditor may not carry over and add any portion of the increase to
any subsequent adjustment Failure at any time to increase the rate
of finance charge to:the extent permitted by the provisions under
par. (a) does not affect in any way the creditor’s nght to prospec-
tively reestablish the relanonshlp between approved index values
and the rates of finance charge in accordance with the provisions
under pat. (a).

(4) OTHER ADIUSTMENIS (a) Adjustments in the rate of
finance chaxge ‘of -a.variable. rate transaction that are not based
upon changes in an approved index shall be made in accordance
with provisions set forth in the documents evidencing the variable
rate transaction, including provisions specifying all of the follow-
ing: ,
1. If based upon changes in an index other than an approved
index, the method of determining index values.
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2. If based upon changes in an index other.than an approved
index, the relationship between index values and the rates of
finance charge.

_ 3. The method of implementing the ad]ustments

4. The frequency of adjustments.

5. Any limits on the magnitude of adjustments.

* 6. Any minimum increments of adjustments

7. The method of implementing any Ioundmg of the rates of
finance charge.

(b) - The.provisions under par. (@ may not specify an increase
in the rate of finance charge in excess.of 2% plus any carry over
permitted under par. (d) for each 12-month period commencing
‘with the consummation of the variable rate transaction..

(c) The pxov1s1ons undex pat. (a) may. not spe01fy a date for
adjustment that is earlier than 3. months after the date of con-
surmation of the variable rate transaction. -

(d) If a creditor fails to increase the rate of finance charge dur-
ing a12-month period under par. (b) to the extent permitted by the
provisions. under par. (a), the increase may be carried over and
.added to any. ad]ustment in the rate.of finance charge otherwise
permitted by the provisions under par. (a) but only during the suc-
ceedmg 12-month period and subject to the limitations of par. (e).

(e) The'maximum increase which may. be cartied over to a suc-
ceedmg 12~month period under par. (d) is the difference between
the rate of finance charge as of the commencement of the preced-

.ing 12-month period plus 2%:and the highest rate of finance
charge actually imposed during that 12-month périod, or one pet-
cent, whichever is less. .

(5) NOTICE  (a) 1. Except as provided in par. (b) a creditor
shall mail or deliver to the customer written notice of every change
implementing-an adjustment in the rate of finance charge in a vari-
able rate transaction. The notice. shall be mailed or delivered to

.the customer at the customer’s last—known address appeating on
the records of the creditor. If the Variable rate transaction involves
more than one customer, notice glven to’ any customer satlsfles
this xequuement

2. The notice under subd. 1. shall be mailed or delivered at
least 15 days prior to the effective date of the adjustment if the
adjustment is'implémented in whole or in part by a‘change in the
amount of a periodic payment, other than the ﬁnal payment previ-
ously disclosed to the customer. - :

3. The notice under subd: 1.-shall be malled or delivered not
later than 30 days after the effective date of the adjustment if the
adjustment is implemented by any change other than a change
under subd. 2.

() 1. The requnements of 1 par (a) do not apply toa cxedxtor
if the adjustment is made in a variable rate transaction pursuant to
an open-—end credlt plan thatis based upon changes in an approved
mdex ;

2. The requxrements of par. (a) do not apply to acreditor if the
ad]ustment is made in a variable rate transaction, other than a
transaction pursuant to an open—end credit plan, that is based upon
changes in-an approved index if the change does’ not cause' a
change in the amount of a periodic payment, other than the ﬁnal
payment prev1ously disclosed to the customet

“(c) If the final payment ina variabie raié nansactlon otner than

‘one pursuant to an open—end credlt plan, exceeds the final pay-
ment disclosed to the customer prior to consummation by more
‘than 50% but not less than $100 as a result 6f adjustments in'the
rate of finance charge during the term of the variable rate transac-
‘tion, the creditorshall give the customer written notice of the esti-
thated-amount of the final payment at léast 90 days but not more
‘than 180 days priorto the due date of the final payment. The notice
shall be mailed or delivered to the customer at the customeér’s last~
known address-appearing on the records of'the creditor. If the vari-
able rate transaction involves more than one customer, notice
‘givento any customer satisfies this requirement.. Notwithstanding
the terms of the variable rate transaction, the final payment shall
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not be due until the later of the originally scheduled due date or 90
days after mailing or delivering the notice and the customer shall
not be in default during that period if the customer:continues to
make payments in the scheduled amounts and with the scheduled
frequency in effect 1mmedxately pnor to the final payment until
the total amount due has been paid in full.

(6) MAXIMUM RATE, (a) L. Except as prov1ded in's. 422.201
( 12), for any vanable rate transaction, other than one pursuant to
an open—end credit plan, entered into before November 1, 1984,
the maximum rate of finance charge for any payment period may
not exceed the limit set forthin s. 422,201 (2) (bm) as determined
on the earlier. of the first day of the payment period or the day
notice is given under sub. (5) for the payment period. .

2. The maximum rate of finance charge established under
subd. 1. shall continue in effect for the entire term of the payment
period-regardless of any changes in the limit set forth in s. 422,201
(2) (bm) during the payment period.

(b) For any variable rate transaction pursuant to: an open-end
credit plan, the maximumi rate of finance charge for any payment
period may not exceed the limit established under s. 422.201
(10m) (a), except that the limit does not apply to the periods speci-
fiedins. 422.201 (10m) (b)2.if the yield on the most lecently auc-
tioned 2-year U.S. treasury notes on each of 5 successive Thurs-
days exceeds 15% per year, as determiped by the administrator
based on-the report of the federal reserve bank of New York.

(7) ADJUSTMENTS AFTER MATURITY DATE. (a) Notwithstanding
s.422.203, adjustments in the rate of finance charge based upon
changes in an approved index may continue to be made after the
final scheduled maturity date if the adjustments are made in
accordance with the requirements of sub. (3) governing adjust-

‘ments made prior to the final schieduled maturity date.

(b) Notw1thstand1ng s. 422.203, adjustments in the rate of

:f1nance charge. not based upon an approved index may continue

0 be made after the final scheduled maturity date if the adjust-

‘hents are made in accordance with the requirements of sub. (4)

governing adjustments made prior to the final scheduled maturity
date, and if the adjustments are not less favorable to the customer
than contemporaneous adjustments made prior to the final sched-

uled maturity dates of similar variable rate transactlons between

_other customers and the creditor.

(8) CHANGES IN ORIGINAL SCHEDULE OF PAYMENTS. The origi-

nal schedule of payments for variable rate transactions that are

subject to s. 422.402 shall comply with the requirements of s
422.402. Any change made in the original schedule of payments
to implement adjustments under sub. (3) or (4) is not a violation
of s, 422.402.

(9) CHANGES IN OPEN-END CREDIT PLANS. Any change made in
the terms of an open-—end credit plan to implement adjustments

undez ‘sub. (3) or (4) is not a vxolatlon of s. 422.415.

(10) PREPAYMENT. Upon prepayment in full of the unpaid bal-
ance of a variable rate transaction, an amount not less than the
unearned portion of the finance charge, if any, calculated accord-
ing to's. 422.209 (2) (b) shall be rebated to the customer. -

“(11) AMENDMENTS TO OPEN-END CREDIT PLANS. (a) Parties to
an open—end credit plan entered into before or within 6 months

after September 1, 1984, may agtee to an amendment to the plan
in‘accotdance w1th the gem_tremep_ts of sub. (3) or (4)to permit the

‘rate of finance charge for existing and future balances to be

adjusted from:time to time in accordance with the provisions of
this sectlon on]y as prov1ded under pms (b) and (c) or under s.
422.415.. ,

(b) An amendment under par (a) may be made if the customer
accepts the amendment as prov1ded in par (c) and if all of the fol-

~lowmg conditions are-met:

-1.:The creditor gives'written notice of the amendment to the
customer by mail, addressed to the customer’s last-known

-address appearing on the records of the creditor, not more than 60

days and not less than 30 days. prior to the effective date of the
amendment.
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2. The notice under subd. 1. provides for acceptance or rejec-
tion by the customer as provided in either or both of the following:

a Ifa self-addressed reply card is enclosed with the notice,
the notice states that the customer accepts the amendment unless
ateply card rejecting the amendment is mailed or delivered to the
creditor by a date specified in the notice which is not less than 20
days after the date of mailing of the notice.

b. The notice states that the customer accepts the amendment
if the customer enters into a consumer credit transaction under the
plan at any time more than 15 days after the date of mailing of the
notice.

(c) The customer shall have accepted the amendment if the
-customer fails to mail or deliver the reply card as provided in the
notice under par. (b) 2. a., or if the customer enters into a transac-
tion as provided in the notice under par. (b) 2. b.

(d) If a-customer rejects an amendment as provided in the
notice under par. (b) 2., the creditor shall permit the customer to
pay existing balances under existing terms and the creditor may
either close the account to future transactions or continue the
account under existing terms.

-'(12) PENALTY. “A violation of thrs section is subject to s.
425.304, except that failure to give the notice required under sub.
(5) (¢) does not subject 2 creditor to the penalty provided in s.

425.302 or 425.304.
History: 1983 a. 389;1985 a. 29, 1987 a 27

SUBCHAPTER V
CREDIT SERVICES ORGANIZATIONS

422501 Definitions. In this subchapter:

) “Buyer means a natural person or customer who is solic-
ited to purchase or who purchases the services of a credit services
organization. ‘ ' L ‘

(1m). “Consumer reportrng agency * has the meaning given in
‘15 USC 1681a (f). . o

(2) (a) “Credit services or; ganrzatron means a person or mer-
chant who, with'respect to the extension of credit by others, sells,
provides or performs, or represents that the person will sell, pro-
videor perform, any of the following services in return for the pay-
ment.of money.or for other valuable consideration:

-1.-Improving a buyer s credrt record, credrt hrstory or credit
'ratmg
2. Arranging for or obtarnrng an extension of credit for a
buyer
3. Providing advice or assrstance to a buyer with regard to
subd. 1. or 2.

(b) “Credit services organization” does not include any of the
following:

1. A person organized, chartered or holdmg a lrcense or

‘authorization certificate to make loans or extensions of credit pur- -

suant to the laws of this state or the United States and who is sub-
ject to regulation and super vision by an official oragency of thrs
state or the United States.

2. A'bank or savings and loan association whose deposits or

accounts are insured by the federal deposit insurance corporation,

or a credit union whose deposits or accounts are insured by the
national credit union administration.

3. A nonprofit organization described under section 501 (c)
(3) of the internal revenue code and exempt from taxation under
section 501 (a) of the internal revenue code.

4. A person licensed as an adjustment service company under
5. 218.02 if the person is acting within the course and scope of that
license.
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-5, A person licensed as a real estate broker or salesperson
under ch. 452 if the person is acting within the course and scope
of that license.

6. A person licensed to practice law in this state if the person
is rendering services within the course and scope of his or her
practice as an attorney at law.

7. A broker—dealer or agent licensed under s. 551.31 if the
broker~dealer or agent is acting within the course and scope of that
license. '

8. A person 1egistered as a mortgage banker, loan originator
or loan solicitor under s. 440.72 if the person is acting within the
course and scope of that registration.

9. A consumer reporting agency, if the consumer reporting
agency is acting within the scope of assembling or evaluating con-
sumer credit information on consumers for the purpose of furnish-
ing consumer repotts, as defined in 15 USC 1681a (d), to 3rd par-
ties.

(3) “Extension of credit” means the right to defer payment of
debt or to incur debt and defer its payment, that is offered or
granted for debt that is incurred primarily for personal, family,
household or agricultural purposes.

History: 1991 a 244. -

422,502 Registration requirements. (1) A person
may not:act as a credit services organization unless the person has
been issued a certificate of registration from the administrator and
the person has complied with the bond or letter of credit require-
ments under sub. (3).

(2) A person desiting to act as a credit services organization
shall apply to the administrator for a certificate of registration on
a form prescribed by the administrator and shall pay the adminis-
trator a registration fee of $100.

(3) (a) A person desiring to act as a credit services organiza-
tion shall obtain a surety bond that is issued by a surety company
admitted to do business in this state or an irrevocable letter of
credit from a federally insured bank or savings and loan associa-
tion located in this state. The bond or letter of credit shallbe inan
amount equal to $25,000.

(b) The credit services organization shall file a copy of the
bond or letter of credit with the administrator.

(c) The bond or letter of credit shall be in favor of this state for
the benefit of any person who is damaged by a violation of this
subchapter. The bond or letter of credit shall also be in favor of
any person damaged by a violation of this subchapter.

(d). A person claiming against the bond or letter of credit for
a violation of this subchapter may maintain an action at law
against the credit services organization and against the surety or
financial institution. The surety or financial institution may be lia-
ble only for actual damages and not for punitive damages. The
aggregate liability of the surety or financial institution to all per-
sons damaged by a credit services organization’s violation of this
subchapter may not exceed the amount of the bond or letter of
credit.

- (4) (a). A certificate of registration-as a credit services organi-
zation expires on December 1 of the even—numbered year afier
issuance. ‘A credit services organization may renew a certificate
of registration by 'submitting to the administrator a renewal
application and a $100 renewal fee on or before the expiration date
of the existing certificate of registration. A credit services organi-
zation shall refile a bond or letter of credit that satisfies sub. (3) as
part of the renewal application.

History: 1991 a. 244

422,503 Prohibited activities. (1) A credit services
organization, and its salespersons, agents and representatives who
offer or sell the services of the credit services organization, may
not do any of the following:
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(a) Charge or receive any money or other valuable considera-
tion solely for referral of the buyer to a merchant who will or may
extend credit to the buyer, if the credit extended to the buyer is
upon substantially the same terms as is credit that is available to
the general public.

(b) Make, or counsel or advise any buyer to make, any state-
ment which s untrue or misleading and which is known, or which
by the. exercise of reasonable care should be known, to be untrue
or misleading, to a consumer reporting agency or to any person
who has extended credit to a buyer or to whom a buyer is applying
for an extension of credit, with respect to a buyer’s credit worthi-
ness; credit standing or credit capacity:

(c) Make or use any untrue o misleading representatrons inthe
‘offer or sale of the sérvices of the credit services organization or
engage, directly or mdrrectly, inany act, practice or course of busi-
ness that operates or would operate as a fraud or deception upon
any person:in connection with the offer or sale of the services of
a credit services organization.

* (2) A violation of this sectron is sub_]ect to s. 425.305.
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422, 504 Information statement. (1) Before the execu-
tion of a contract or agreement between the buyer anda credit ser-
vices organization or before the credit services organization
receives from the buyer:any money or other valuable considera-
tion,. the. credit services organization shall provide the buyer a
written -statement that includes all of the information required
under sub. (2). The credit services organization shall maintain for
aperiod of 2 years an exact copy of the statement that is signed by
the buyer to acknowledge receipt of the statement.

(2) The information statement under sub. (1) shall include all
of the following information:

(a) Notice of the buyer’s rrght to review any file on the buyer
maintained by a consumer reporting agency; the buyer’s right to

.obtain a copy of that file; the approximate price the buyer may be

charged by the consumer reporting agency for a copy of the file;
and the buyer’s right to obtain a copy of the buyer’s file free of
charge from the consumer reporting agency if the buyer requests
the copy within 30 days after the buyer receives notrce of a denial
of credit.

(b) Notice of the buyer s ight to drspute the completeness or
accuracy of any item contained in any file on the buyer maintained
by a consumer reporting agency.

(c) A descrrptron of the services to be performed by the credit
‘services organization for or on behalf of the buyer and the total
amount the buyer will be charged for the services.

(d) Notice of the buyer’s right to proceed against the bond or
letter of credit obtained by the credit services organization, a
description-of procedures that the buyer is to follow to proceed
against-the bond or letter of credit, and the name and address of
the surety ¢company that issued the bond or the name and address
of the finaricial institution that issuéd the Ietter of credit.

(3) ‘A violation of this section is sub;ect to s. 425.305.

- History: 1991-a. 244

..422.505 - Contracts: (1) Every contract between a buyer
and a credit services crganization for the purc‘"ase of the services
of the credit services organization-shall be in writing, shall be
‘dated and shall be signed by the buyer The contract shallinclude
;all of the followrng ‘
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(a) A conspicuous statement, in not less than 10—point bold-
face type and in immediate proximity to the space reserved for the
signature of the buyer, as follows: “YOU, THE BUYER, MAY
CANCEL THIS CONTRACT AT ANY TIME BEFORE MID-
NIGHT OF THE 5TH DAY AFTER THE DATE OF THE

' TRANSACTION. SEE THE ATTACHED NOTICE OF CAN-

CELLATION FORM FOR AN EXPLANATION OF THIS
RIGHT.”

~(b) The terms and condrtrons of payment, 1nclud1ng the total
of all payments to be made by the buyer, whether to the credit ser-
vices organization or to another person.

(¢) A description of the services to be performed by the credit
services organization for or on behalf of the buyer, including all
guarantees or promises of full or partial refunds, and the estimated
date by which such services are to be performed or the estrmated
length of time for performing such services. ‘

"(d) The credit services organization’s prmcrpal busmess
address and the name and address of its agent in this state; other
than the secretary of state, who is authorrzed to receive service of
process. ,

(e) A conspicuous statement, in not less than 8—pomt boldface
type, as follows: “THIS CREDIT SERVICES ORGANIZATION
IS REGISTERED BY THE OFFICE OF THE COMMISSIONER
OF BANKING, PO. BOX 7876, MADISON, WISCONSIN
53707.”

(f) Any disclosures required under subch. HI.

(2) (a) The contract shall be accompanied by a completed
form in duplicate, captioned “NOTICE OF CANCELLATION”,
which shall be attached to the contract and easily detachable, and
which shall contain the following statement in not less than 10—
point type and writtenin the same language as used in the contract:

NOTICE OF CANCELLATION

You may cancel this contract, without any. penalty-or obliga-
tion, within 5 days after the date on which the contract is signed.

'If you cancel, any payment made by you under this contract
will be returned within 15 days following receipt by.... . (name of
credit services organization) of your cancellation notice.

To cancel this contract, mail or delivér a signed and dated copy
of this cancellation notice, or any other written notice, to... (name
of ‘credit services organization)-at.... (address of credit services
organization);.... (place of business, if different from address) not
later than r'nidnight (date) I hereby cancel this transaction.

; . i S . : (Date)
: i c (Buyer s srgnature)

(b) A copyof the fully completed contr: act and any other docu-
ment the credit services organization requires the buyer to sign
shall be given to.the buyer.at the time the contract or document is
signed.

-(3) A credit services or ganization’s breach of a contract under'
this section or of any obligation arising from such a contract is a
vrolatron of this subchapter.

@) A violation of this séction is subject to s. 425 305.

Hrstory 1991 a. 244

422.506 Walver. (1) A waiver by a buyer of any provision
of this subchapter shall be void and unenforceable. An attempt by

. credit services: "'gaq'zatren to have a buyer waive any right

under this subchapter is a violation of this subchapter

(2) A violation of this section is subject to s. 425.305.
Hrstory 1991 a 244 ) . .
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